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Newcensure 
voteagainst 
Rocard likely steel industry 
te be close to remain 


Protection 
for European 


/ 


?> 31 


Pranks socialist government 
raostfieal with, itsmost seriaos 
political crisis, since coming 
to power. 2% years ago with 
a censure vote in the National - 
Assembly, expected to be the 
tightest oftlreniifa faced by 
the Rocard government 
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BushlnCzeohakl 

A serifisof fradeand invest- 
mentipeastiresfbr Czechoslo- 
vakia were announced by Pres- 
IdentGeor^Bnsti, though 
be acknowledged that the - main 
assistance would come from 
thg fnternatio nal Mmwtary 

Fimdand the WorldBank. 


the Treaty of Paris, under 
yrtn ch th e European steel 
industry has enjoyed consider- 
able protection for the past 
40 years. Page 20 

EUROPEAN Monetary System; 

Sterling stayed at the bottom 
of the system last week, but - -- 
.did not come under strong 
pressure, despite political 
uncertainty to the UK and 

Weak gmnrwni{» data The high- 


Japan LDP pofl loss 


_ an 

affiance of left-wing parties 
oosted'the incuznbent Liberal 
Democratic party (LDP) gover- 
nor of Okinawa after an elec- - 
titm campaign fought largely 
over tie abated plan to send 
iso 


eased against the D-Mark on . 
speculation of tights: German 
monetary policy. Today’s vote 
on a motion of no confidence 
m fee French government 
.weighed against the franc. - 


November 16, 1990 


Jordan Moslem win 

Jordan's religious right scored 
a victory when the Jordanian 
paxiisiment elected a member 
(f the Moslem Brotherhood 
as speaker by an unexpectedly. . 
widemargin. Page 3 

22 die in Punjab' . 

Sikh extremists killed at least 
22 people in Putdab in 24 hours 
Of violence enfnra'rfiwg with . 
an appeal by India's new prime 
Tnirriator for an gnd to separal- ■ 
ist conflict 

Oman plans r eforms 

Sultan Qaboos of Oman,a key 
state in the inteniaiMmel alli- 
ance against Iraq, announced 
plans for a consultative assem- 
bly to be formed within a year, 
on the 20th .apruversary of the 
day he deposediisfather. .. 
Page 3 

B agqunboin hm g - 

Two Spanish policemen were 
MQedand three others nnU tad 
sariousiqfaries when a bumb,.j. 
tunbabb’ nfrmteri bv.eeoaistist 
• guerillas, wentoff afSantarce- 
in the Basqueregkm; • ■“ - 

Bulgarians protest 

More than 120,000 Bulgarians ... 
packed central^sofia and called 
on the embattled Socialist gov- 
ernment to resign in the big- 
gest public protest since free 
elections last June. The protest 
came as the government pre- 
pared a fresh package of aus- 
terity measures. 7 page 2 

•S hi ri l r territory caB 

In a speech that could cause 
renewed friction with his 
American allies, Israeli Prime 
Iflnjrte r Yfodmlr Shamir said 
that Israel should keep the 
aociQBed West Bank and Gaza 
Strip for Jewish Immigrants. 

Now Romanian party 

Romania’s Communist party, 
which disappeared after it was 
ousted from power in test 
December’s revolution, re- 
emerged under a new name, 
the Socialist Party of Labour 
(SPL). 

Yugoslavia votes 

Voters in Yugoslavia's central 
republic of Bosnia-Hercegoyina 
went to the polls for the first 
time in over four decades, to 
elect a new parliament whose 
composition could i nflu e nce 
the fixture political map of the 
country. Page 2 

Le Pen goes to Iraq 

French extreme rightwing 

leader Jean-Marie Le Pen. who 
has backed Iraq in the Gulf 
.crisis, left for Baghdad to seek 
the release of European hos- 
tages, his party said. 

Bhutto torture daim 

Former Pakistani prime minis- 
ter Benazir Bhutto charg ed 
police with torturing arrested 
Tnpmhwa of her Pakistan Peo- 
ple's Party (PPP). She told 
reporters in Islamabad about 
300 PPP members had been 
arrested on false charges- 
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THE MONDAY INTERVIEW 

Vaclav Klaus. Czecho- 
slovakia's finance min- 
ister, has poured 
scorn on those still in 
power In his country, 
-who search for a 
benign state of being 
between the free mar- 
ket and the command 
economy. 

Page 38 



The chart shows the member 
currencies cf the exchange rate 
m e c h anism measured against 
- the weakest currency in ihe . 
SMS's narrow 2J!5 per cent fluc- 
tuation band. In practice, cur- . 
rendes xn the EMS narrow 
band cannot rise ty. man than 
225 per cent from the weakest 
■ aaTvncginthatpartofthesys- 
, tern. Sterling and the Spanish 
peseta operate witkta 6 per cent 
^uctuqttarjiiqnds. Cnmmcftw, 
Pageai" 

EUROPEAN Community offi- 
cials doubt whether today’s 

. Pweiny nf flwan c e mbitotpr s 

wfflbeaNetobridgedlsagree- 
• meritover a new system for •• 
Value Added Tax after 1992. 

Page. 6 -• 

BRENT Walker: Jefferson 
Smurfit, Irish paper group, 
has emerged as backer of Brent 
Walker, the financially 
Stretched TJK leisure group. 
Page 21 

BRAZIL'S' chief debt negotia- 
tor, Jorio Dauster, is due to 
mieetcredifor banks in New - 
York to oo8irie debt restruct- 
uring proposals likely to 
Include payment of some inter- 
est arrears. Page A 

JAPAN’S larger tra di ng houses 
have reported mixed first half 
results. Page 23 

FRANCE’S state-owned deo- 
tricity board has received 
clearance from European Com- 
mission's state aid authorities • 
to supply cheap power to 
Exxon Chemicals, US-owned 
chemicals producer. Page 4 

ASEA Brown Boveri, Europe’s 

leadingelectrical engineering 
group, reported prefits up from 
5810m to $749m for first nine 
months cf 1990. Page 23 

ITALIAN stock exc ha nge: 
Trading in equities and govern- 
ment securities wffl.be halted 
at least until second half of 

week because of a strike by 
stockbrokers’ staff. Page 4 

WASA, Swedish insurance 
company, acquired a 49.9 per 
rent stake in Bnhushanken 
for SKi250m (2452m)- 
Page 23 

UK power. Shares in the 12 
regional electricity com pani es 
are expected to be sold at a 
common price of 240p ($4.70) 
A«ch when terms of privatisa- 
tion flotation are announced 
on Wednesday. Page 8 


Thatcher defends stance on eve of contest 


By Phinp Stephens and Alison Smith in London 


MRS Margaret Thatcher, the 
British prime minister, today 
claims the “overwhelming* 
support of the British people 
for her opposition to the impo- 
sition of a single European cur- 
rency. 

In an article in the Financial 
Times on the eve of the most 
serious challenge to her leader- 
ship Mrs Thatcher ***** 

Britain's future lies in the 
“mainstream 1 ' and “not on the 
fringes” of the European Com- 
munity. 

She writes feat the govern- 
ment will seek to be a “power- 


ful influence” in creating a 
immuni ty based on competi- 
tion, enterprise, choice and 
free trade. It will fight the ten- 
dencies in the community 
whldh move in the direction of 

“corporatism" and “protection- 
ism”. 

Mr Michael Heseltine, who is 
challenging her for the leader- 
ship, attacked her handling of 
what has become known as the 
‘Westland affair* which led to 
his resignation as defence sec- 
retary in 1986. 

Interviewed on television, he 
accused Mrs Thatcher of mis- 


leading the cabinet during the 
row over the future of the heli- 
copter manufacturer, and said 
she could cot accept collective 
responsibility in policy 
towards Europe. 

In a television interview he 
also underlined his pledge to 
undertake a fundamental 
review of the local community 
charge and set out a manif esto 
designed to attract back Into 
the Conservative fold many of 
the less affluent voters who 
had switched to the opposition 
parties during the past two 
years. 


Last night Mrs Thatcher’s 
supporters were claiming that 
enough of the party’s 372 MPs 
had pledged their support to 

ensure that she won a comfort- 
able outright majority in the 
ballot 

But as Mrs Thatcher flew to 
Paris to attend a two-day meet- 
ing of the Conference on Secu- 
rity and Co-operation in 
Europe, Mr Heseltine said that 
his support bad now risen sig- 
nificantly above the 100 MPs 
he claimed when bis campaign 
was launched. 

The general view of less 


committed MPs was that the 
position was so fluid that it 
was impossible to judge 
whether Mr Heseltine would 

win the 159 votes necessary to 
force a second round, or 
whether a large number of 
abstentions might deprive Mis 
Thatcher of victory in the first 
ballot. If that happened there 
would be intense pressure on 
others - including Mr Douglas 
Hurd, the foreign secre- 
tary - to join the contest in 
the second round. 

Challenge to Thatcher, Page 
12; Editorial comment. Page 18 


/ I do not like mon- 
* opolies of any sort. 
And (ike most people in 
this country 1 am suspi- 
cious of blue-prints, espe- 
cially where institutions 
are concerned. My own 
vision of Europe can be 
summed up in two words. 
It should be free, politi- 
cally and economically. 
And it should a 

be open ' 

Margaret Thatcher; 

Page 19 


Iraq offers hostage deal 
to stall invasion threat 



By Victor Mallet in London and Peter Riddell in Paris 

IRAQ WELL free all foreign 
hostages in batches over three 
months starting on Christmas 
day in a move aimed at fore- 
stalling a US-led invasion. 

Baghdad’s announcement, 
intended to unsettle fee anti- 
Iraq alliance, came as Presi- 
dent George Bosh and other 
world leaders were gathering 
in Paris for a European secu- 
rity mreftwg overshadowed by 
the G ulf crisis. 

Mr James Baker, the US sec- 
retary of state, described the 
Iraqi move as “further cynical 
manipulation", while Mr Mar- 
lin Rtzwater, the White House 
spokesman, said it was “stan- 
dard propaganda” 

The US said the 2,000 or 
more -westerners and Japanese 
still held hostage or biffing in 
Iraq and Kuwait should be 
allowed to go Immediately. 

Iraqi television said Presi- 
dent Saddam Hussein decided 
tn release the hostages at a 
meeting of the ruling Revolu- 
tionary Command CounriL Bat 
Baghdad warned that the 
P fagged release could be halted 
if “something disrupts the di- 
mate of peace.” . 

The Iraqis, who originally 
saw hostages as a shield 
against attaei r, have tried to 
gain maximum propaganda 
advantage through freeing 
some of them in a steady 
trickle. But more recently, 

Baghdad reportedly has felt 
feat the hostages might he a 
pretext for a US-attack or an 
obstacle to a settlement 

said *bt» decision to free them 
was made with their families 
in mind and in response to 
pleas from “all men of good- 
will". But it was also “a contri- 
bution on our part to provide 
mare constructive measures in 
fee service of peace and dia- 
logue.” 

Gulf crisis and fear of trade 
war overshadow arms treaty 

By Robert Mauftmer and fan Davidson in Paris 


US president George Bush yesterday urged Germany to play 
a more active role internationally, particularly in the Gulf 
crisis, but he obtained no public backing for possible mili- 
tary action, writes Peter Riddell- At a six-hour stopover at 
Chancellor Helmut Kohl’s home in Ludwigshafen, in fee 
Phiiiftiflnil, Mr Bush argued that Germany, along with the 
rest of Europe, needed to resist turning inward and insulat- 
ing Itself from global rhallgngra, such as the Gulf. 


US president George Bush (right) Is welcomed by Chancellor Helmut Kohl at Ramstein airbase in 
Germany yesterday before talks about the Gulf crisis 

use of military force a gains t 
Iraq in a series of bilateral 
meetings. After his talk wife 
Mr Roland Dumas, French for- 
eign minister, US officials 
claimed Mr Baker had gained a 
French commitment to support 
a UN resolution authorising 
war against Iraq. 

Mr Dumas was much more 
circumspect however, admit- 
ting only feat there might be a 
case for seeking a new Security 
Council Resolution. 

The weekend saw a flurry of 
reports from Israel and the US 
about Iraq’s attempts to 
develop nuclear weapons, one 
of the issues which has been 
Continued on Page 20 
Bush in Czechoslovakia, Page 
2; Middle East, Page 3 


Washington and its allies 
will regard the announcement 
as a ploy to deter the multina- 
tional forces in the Gulf from 
launching an attack to liberate 
Kuwait after Iraq’s invasion on 
August 2. 

The three-month period after 
Christmas is the best opportu- 
nity for an allied assault, 
because U precedes fee holy 
Moslem month of Ramadan in 


the spring, and the weather is 
relatively cooL 

In fee latest hostage flight 
from Baghdad, an Iraqi airliner 
left last night for London car- 
rying 133 foreigners, many of 
them women and children 
related to Kuwaitis. 

Mr Baker, also in Paris in 
advance of the CSCE confer- 
ence. has been seeking interna- 
tional support for the possible 


Gorbachev told 
confidence in 
him is exhausted 


By Quentin Peel in Moscow 

PRESIDENT Mikhail 
Gorbachev this weekend won 
the backing of the Supreme 
Soviet, his own Communist 
party, and a majority of fee 
country's 15 republican lead- 
ers. for a drastic overhaul of 
fee entire Soviet government 
structure. 

Yet he was warned by con- 
servative members of the 
Supreme Soviet that he may 
face a vote of no confidence at 
the Congress of People's Depu- 
ties - the nation's super-par- 
liament - in a month's time, if 
fee situation in the country 
fails to improve. 

“Confidence in you has been 
exhausted," warned Colonel 
Viktor Alksnls, a leader of fee 
conservative group Soyuz. 

Mr Gorbachev's announce- 
ment on Saturday of an eight- 
point plan, combining presi- 
dential rule wife an executive 
federal council, which he 
unveiled on the eve of his 
departure on a state visit to 
Italy and fee CSCE summi t in 
Paris, appears to have headed 
off ibe immediate threat of a 
rebellion against his authority. 

His new attempt to end fee 
conflict between the central 
government and fee 15 repub- 
lics and halt fee progressive 
disintegration of the Soviet 
economy amounts to a calcu- 
lated gamble which puts his 
own position at stake. 

The move appears to make 
inevitable the resignation of 
Mr Nikolai Ryzhkov, his prime 
minister for more than five 
years, whose government will 
now come under direct presi- 
dential controL Mr Gorbachev 
can thus no longer distance 
himself from the incoherence 
of central government policy. 

Mr Ryzhkov said on Satur- 
day that he saw no role for the 


chairman of the Council of 
Ministers - his own position 
as prime minister - in the new 
system. The Council of Minis- 
ters will survive, but only after 
"radical reorganisation, subor- 
dination to fee president, and 
the introduction of changes in 
structure and personnel," 
according to Mr Gorbachev. 

At the same time, his gamble 
in granting executive power to 
the Federation Council, where 
he sits wife 15 republican pres- 
idents, seems unlikely to make 
any difference to fee four or 
more republics determined to 
quit the union. 

Growing tension between 
nationalist demonstrators and 
the Red Army exploded again 
at the weekend, when troops in 
Lithuania fired salvoes in the 
air, used water cannon and 
finally assaulted protesters in 
Vilnius, the Lithuanian capital 
according to local journalists. 

The new structure of govern- 
ment will still involve a possi- 
ble conflict between the Feder- 
ation Council, which will be 
backed by an inter-republican 
economic committee, designed 
to co-ordinate the economic 
policies of the republics, and 
the Council of Ministers now 
responsible to the president. 
All decisions affecting the 
whole country, whether taken 
by the central government or 
individual republics, will have 
to be cleared through fee Fed- 
eration Council 

However, Mr Gorbachev is 
proposing to scrap his Presi- 
dential Council, an advisory 
body which has been unable to 
influence either the govern- 
ment or the republics, and 
replace that with a National 
Security CounciL 
Gorbachev visits Vatican; 
Ryzhkov out on a limb. Page 2 



AN unprecedented gathering of 
34 political leaders from 
Europe, North America and 
fee Soviet Union wifi, today for- 
mally set fee seal on the end of 
the Cold War, and sign a 
far-reaching arms control 
treaty aimed at making a 
future war in Europe impossi- 
ble. 

But the celebrations of 
detente in Europe are being 
overshadowed by anxious bilat- 
eral consultations outride the 
formalities of the plenary ses- 
sions over the Gtuf crisis, as 
well as over the looming trade 
conflict between the US and 
fee European Community. 

Today’s signature of the 
arms control treaty on conven- 
tional forces in Europe (CFE), 
initialled in Vienna yesterday, 
will lead to the elimination of 
the Soviet Union's superiority 
in offensive weapons systems 
in a region stretching from the 
Atlantic to the Urals. 

The political leaders will also 
this week set up new pan-Euro- 
institutions to buttress 
prospects for peace, indud- 


Output and profits fall as 


tog a permanent secretariat for 
the European Security Confer- 
ence located in Prague, a regu- 
lar time table for further sum- 
mit and ministerial meetings, a 
Conflict Prevention Centre, 
and a new human rights char- 
ter reinforcing the provisoes of 
fee 1975 Helsinki Final Act 

The tone of international 
anxiety, over growing fears 
that the Gulf crisis could esca- 
late to war, has been set by the 
intensity of top-level consulta- 
tions immediately preceding 
the pan-European summit, 
including the visit of President 
George Bush to Bonn for talks 
wife Chancellor Helmut Kohl 
fee visit of President Mikhail 
Gorbachev to Rome, and the 
recent high-pressure overseas 
tours of Mr James Baker. US 
secretary of state. 

Last night Mr Bush had a 
private dinner with French 
President Francois Mitterrand, 
and today he will have break- 
fast with Mrs Margaret 
Thatcher, fee British prime 
minister. Meanwhile Mr Baker 
yesterday had bilateral meet- 


ings wife Mr Roland Dumas, 
Mr Douglas Hurd and Mr 
Eduard Shevardnadze, the 
french, British and Soviet for- 
eign nrnisters. 

In his bilateral meetings. Mr 
Baker has been seeking inter- 
national support for the possi- 
ble use of military force 
against Iraq. After his talk 
with Mr Dumas, US officials 
riaiirmti that he bad gained a 
French commitment to support 
a UN resolution authorising 
war against Iraq. Mr Dumas 
was much more circumspect 
after the meeting, however, 
admitting only that there 
might be a case for seeking a 
new Security Council Resolu- 
tion. 

The build-up of US forces in 
the Gulf, expected eventually 
to reach nearly 400,000 men, 
has been made possible by the 
detente between the US and 
fee Soviet Union, and made 
much easier by fee negotiated 
reduction of conventional 
forces in th e European theatre. 

The CFE treaty calls for fee 
Continued on Page 20 
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Ascension Day in Warsaw. 

Poland 

Now embarking on east Europe's 
most determined transition to 
full-blooded capitalism. 

- separate section. Tuesday. 
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Japan fight to retain an identity. 
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Part 9: Italy: merger mania grips 
the media. (Separate sect/on). 
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As financiers feel the pinch, the 
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seemed a good Idea at the time. 

FT Review of Business Books: the 
latest books on industry, 
economics and management. 


What’s the most 
liquid stock index 
option in Europe? 

OMX, THE 30-SHARE SWEDISH INDEX 

TRADE AT OM LONDON, A UK RECOGNISED 
INVESTMENT EXCHANGE: 

■ The first European-linked Exchange to open in 
London. 

■ Manage returns on Scandinavian portfolios. 

■ Trade futures and options on major Swedish and 
Norwegian shares. 

The OM Group is committed to Pan -European 
product development. Call us for a list of member brokers 
and trading information. 

The last word in 
innovative futures 
and options trading. 

Ml 

OM London Lid 

107 Cannon Street, London EC4N 5AD 
Telephone: 071-283 0678. Telefex: 071-283 0504 

A wholly-owned subsidiary of OM Grappcn AB. 
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INTERNATIONAL NEWS 


Elections 
may affect 
make-up of 
Yugoslavia 

By Laura Sllber and Judy 
Dempsey in Belgrade 

VOTERS in Yugoslavia's 
central republic of Bosnia-Her- 
cegovina yesterday went to the 
polls for the first time in over 
four decades, to elect a new 
parliament whose composition 
could influence the future 
political wap of Hip co u n tr y. 

The elections, which are also 
seen as a test case for the 
reforms of Mr Ante Markovic, 
the country’s prime minister, 
are taking place amid bitter 
ethnic and political disputes 
over how Yugoslavia should be 
governed. 

Since 1945, the republic’s 
three main ethnic gro s, 
Catholic Croats, who make up 
about 20 per cent of the repub- 
lic’s 4.1m population, Orthodox 
Serbs (30 per cent), and Mos- 
lem Slavs (40 per cent) have 
co-existed largely because 
nationalism was suppressed 
under the late President Tito, 
who astutely granted the Mos- 
lems status as a nationality. 

In recent months however, 
nationalist unrest h as spilled 
into Bosnia. It has been gener- 
ated by Croatia's right-wing 
Democratic Union (CDU). 
finely elected last April, and 
the non-elec ted Serbian com- 
munist government, led by Mr 
Slobodan Milosevic. Both 
republics have threatened to 
extend their borders into Bos- 
nia-Hercegovina. This would 
lead to violence among the 
three ethnic groups. 

The first world war brake 
out in Sarajevo 76 years ago 
and the region was pulled 
apart in 1941 by civil war in 
which hundreds of thousands 
died That ignominious past, 
combined with fresh fears of 
instability, could persuade vot- 
ers to swing behind either the 
communists or Mr Markovic. 


Ryzhkov the loyal lieutenant finds himself out on a limb 


PRESIDENT Mikhail 
Gorbachev’s sudden announce- 
ment of a drastic overhaul for 
the executive organs of Soviet 
government spells the begin- 
ning of the end for the admin- 
istration of Mr Nikolai Ryzh- 
kov, his prime minister since 
1985. writes Quentin Peel in 
Moscow. 

It is still not dear exactly 
what will became of Sir Ryzh- 
kov, always the loyal but unin- 
spired lieutenant, a thorough 
technocrat steeped in the old 
central planning system - 
good at public relations, but 
short on imagination. 

The prime minister told 
reporters on Saturday there 
was no place in the future 

Gorbachev 

visits 

Vatican 

President Mikhail Gorbachev 
yesterday held his second 
meeting with Pope John Paul 
11 in the Vatican in less than a 
year and expressed the hope 
that their third encounter 
would be in flie Soviet Union, 
John Wyies writes from Rome. 
Mr Gorbachev's wife Raisa 
was also present at the meet- 
ing - pictured right. 

Papal aides cautioned, how- 
ever, that the Pontiff was 
unlikely to such a visit 
before 1992 and before issues 
relating to the Catholic 
Church’s activities in the 
Soviet Union were resolved. 
The Soviet president held talks 
with Italian leaders and d gnad 
a Soviet-Italy treaty of friend- 
ship an w w wmii- agree- 
ment providing L7,000bn 
(£3-2bn) Of I talian credits to 
Moscow over the next five 
years. Later, he was presented 
by Mr Glulio Andreotti, the 
Italian pr ime minister, with 
the Premio Finggi award mid a 
cheque for L500m for services 
to world peace. 


set-up for the "chairman of the 
Council of Ministers" - that 
is, hiwisaif After an emotional 
and halting performance in 
parliament, he confessed he 
bad only been consulted over 
the shake-up 20 minutes before 
the president spoke. 

On the surface, Mr Gorba- 
chev has bent over backwards 
in the past nine months to pro- 
tect his premier, as attacks 
from radicals and conserva- 
tives on the inept performance 
of the government on economic 
reform have grown. 

One year ago, Mr Ryzhkov 
was even more popular in 
some opinion polls than Mr 
Gorbachev - although both 
trailed far behind Mr Boris 


GENERAL Mikhail Moiseyev, chief of the 
Soviet general staff, yesterday announced 
plans to slash the number of top generals by 
two-thirds and reduce the Soviet military to 
around 3m men by the year 2000, writes 
Quentin PeeL He also revealed details of 
substantial pay rises for officers and con- 
scripts, in response to growing discontent In 
the ranks. 

Latest details of the Soviet Union’s sweep- 


ing military refo r m plans were published in 
the army newspaper, Krasnaya Zvezda (Red 
Star), only days after President MlKhafl Gor- 
bachev said a shake-up was coming in the 
military high ^ m wand. 

Gen Moiseyev, a ppoi n ted two years ago at 
the age of 49, said that no fewer than L300 
generals were to go in the cuts, as well as 
220,000 officers and 250,000 non-commis- 
sioned officers. 


Yeltsin, president of the Rus- 
sian federation. Since then, 
however, the reputations of tbs 
government and the prime 
minister have slumped with 
the collapse of the old eco- 
nomic order. 

The prime minister is an 
engineer, with a classic back- 


ground for a Soviet technocrat 
He spent all his early career at 
the giant Urabnash engineer- 
ing complex in Sverdlovsk, a 
pillar of the military-industrial 
es tablishmen t. By age of 
41, he was the general director, 
and from there rose to national 
recognition, through the 


Supreme Soviet, and the cen- 
tral committee of the Commu- 
nist party, finally «»»»> w r i ng tin* 
ruling politburo six weeks 
after Mr Gorbachev became 
general secretary in 1985. He 
became prime minister that 
September. 

Since debates began on 
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Solidarity 
in talks to 
avert pit 
strikes 

By Christopher Bobtoskf 

In Warsaw 

POLISH government officials 
and Solidarity miners’ union 
representatives are due to talk 
today in an attempt to avert 
big pit stoppages planned for; 
tomorrow. . * T* . ' ;;7 

The talks came as fhecocm- 
try enters the last week of a 
presidential election campaign 
with Mr Lech Walesa, the 
favourite, commanding 35 per 
cent of the votes in the latest 
polls. 

Mr Tadeusz Mazowreckl, toe 
prime minister and Mr Wal- 
esa’s main challenger, is 
trailing 16 points behind and is 
being challenged for second 
place by Mr StanMaw Tymta- 
ski, a Polish Canadian busi- 
nessman, who has 17 per cent 
support 

The talks with the miners 
follow a warning, which was 
broadcast an television on Fri- 
day, by Mr Leszek Balcerowicz, 
the deputy premier and 
finance minister, on the infla- 
tionary effects of pay conces- 
sions. 

The government says fulfil- 
ment of the mines* rtemaniiH 
would amount to a 20 per cent 
pay increase. The warning 
comes anrid growing resistance 
to wage controls. A strike has 
already paralysed public trans- 
port in Krakow and Gdansk. 

Workers are threatening to 
cut off toe oil lmkwrttng termi- 
nal in Gdansk today if pay con- 
cessions are not mark* 

Prices in October rose by 5.7 , 
pear cent from September, con- 
firming government fears of a 
renewed wave of inflation. 
Strict wage controls, agreed 
with the International Mone- 
tary Fund at the beginning of 
the year, meant that real 
incomes dropped by 36 pm 1 cent 
over the first five winntha of 
199a 

But a loosening of pay policy 
in the summer has recently 
seen monthly rises, bringing 
the year-on-year fell in real 
incomes to 24 per wnt by Octo- 
ber. 


transforming the economy Into 
a genuine market system, and 
not simply a streamlined plan- 
ning system, Mr Ryzhkov has 
never seemed to understand 
the difference. 

"He used the right words, 
but he never understood the. 
music," according to one 
young economist who helped 
draft the radical 500-day {dan 
for a market economy. 

Starting last December, he 
produced four draft economic 

reform plans, each showing the 

same muddle between what 
must ' remain planned, and 
what must be left to the farces 
of supply and demand. 

As liberalising reforms 
started to take effect, the gov- 


ernment kept reimposing cen- 
tral controls and restrictions. 

In recent months the prune 
minister’s refusal to embrace 
more radical reform was bit- 
terly criticised by advisers 
very dose to Mr Gorbachev 
such as Professor Nikolai 
Petra kov, his economic 
adviser, and Mr Stanislav Sba- 
taiin, co-author of the 500-day 

plan. But the president refused 

to HWrfi hfm until now. 

This week, however, it 
tyramp obvious that Mr Ryzh- 
kov's position was no longer 
providing any protection for 
the president. Whatever 
becomes erf Mr Ryzhkov now, 
Mr Gorbachev will have to 
brave that tide an bis own. 


Bush promises to 
stand by Czechs 
in reform drive 


By Peter Riddell, US Editor 

A SERIES of trade and 
investment measures to assist 
economic reform in Czechoslo- 
vakia were announced by Pres- 
ident George Bush di-n-fnp hk 
visit to Prague, though he 
■cimft wfe d gBii that the main; 
assistance would come from 
the International Monetary 
Fund the World Bank. 

The pflfkflg p — combining a 
lowering of tariff barriers, Bru- 
ited direct assistance and tech- 
nical advice — iS gtiriflar to 
those already offered to Poland 
and Hungary. 

During his speech to the Fed- 
eral Assembly in Prague, Mr 
Bush - uromised tHtt "America 
will stand with you." He would 
urge Congress to authorise a 
$60m (£30.6m) Czechoslovak- 
Amertcan -enterprise fund, a 
non-profit endowment designed 
to promote private enterprise. 

In addition, the US will 
flThmil p mmpfatimnnniw assis- 

tance from toe 6370m now cam- 
wiWimi by toe US to. central and 
eastern Europe for toe coming 
year. 

In later comments to zenart- 
ers, Mr. Bush mM he had told 
President Vaclav Havel that 
"the thing that is of most 
import to Czechoslovakia, is 
increased support from the 
IMF. and World Bank.” He 
promised that toe US would be 
"ver y sup portive” . A 12-manto 
standby arrangement is expec- 


ted to begin 
' Mr Bush 


next year, 
he expected 


that the IMF, “at our initia- 
tive”, would tend up to S5bn to 
central and eastern Europe 
next year, while the World 
Bank would commit an addi- 
tional J9bn over the next three 
years, again for all countries In 

fh» re gio n . 

The IHS and Czechoslovakia 
are now bringing into force 
their bilateral trade agreement, 
signed last April and just 
approved by both national leg- 
islatures. This wifi extend most 
favoured nation tariff treat- 
ment (MEN) to Czechoslova- 
kian exports. The White House 
«dd that ^combined with cur- 
rent and plawnal refo rms in 
Czechoslovakia, toe extension 
of MFN should result in a 
threefold increase in bQatsxal 
trade over toe next few years." 

Coinciding with Mr Bush's 
visit, toe Czechoslovak govern- 
ment has entered into a 
"nudtLmfflfam dollar joint ven- 
ture'* with Bell Atlantic and 
US West, two leading tele- 
phone groups, to modernise 
the country’s communications 

IlCvWOnL 

Various steps to simplify the 
operations erf foreign compa- 
nies in Czechoslovakia are also 
being introduced, including 
improv ed ac cess to office 
space, nflwy tfeiing and distribu- 
tion. 


Sombre notes vie 
with Liberty Bell 


THE contrast dotild not have 

been greater — the optimistic 

US President George Bush pro- 
claiming the transformation of 
central Europe and symboli- 
cally ringing a replica of the 
US liberty Bell, and the som- 
bre: Czechoslovak president 
Vaclav Havel wanting of toe 
dangers of “ambitions rivalry, 
egoism and Intolerance". 

Saturday's rally at Wences- 
las . Square was intended to be 
a c e l e br ation of tte first anni- 
versary of the brutal suppres: 
sion of student protests which 
started the "Velvet Revolu- 
tion” and so it was, with folk 
music and even some wholly 
inappropriate American Civil 
War songs. 

According to official US and 
Czech _ calculations, some 
700,000.. people .were in -the - 
square for the first visit of an 
incumbent US president 

But most striking was the 
leaders’ differences of 
approach, even of vision, about 
the changes of the past year... 
Mr Bush saw only light; Presi- 
dent Havel also saw a darker . 


To Mr Bush and most 
Americans, the Velvet. Revolu- 
tion and similar upheavals 
elsewhere in central Europe 
represent an assertion of uni- 
versal vabws <rf democracy and 
liberty, and a reaffirmation of 
the American De c l ar ation of 
Independence and its Bill of 


Mr Bush talked of a “com- 
monwealth at- freedom- based 
on shared principles”- , and of 
advancing a further step 
towards a new world order. He 
linked these changes specifi- 
cally to Hw Gulf crisis, warn- 
ing Of the dang W B of iw nlatinn- 

ism and comparing 
Czechoslovakia, as a victim of 


Bulgarian premier to 
present austerity package 


mi < 90 [ 


By Judy Dempsey 

MR Andrei Lukanov, 
Bulgaria’s prime minister, will 
present an austerity package to 
parliament this week, despite 
growing criticism of the gov- 
ernment’s handling erf the eco- 
nomic crig ia. an d despite grow- 
ing demonstrations. 

More than 120,000 Bnlgariana 
packed central Sofia yesterday 
and railed on the gover nment 
to resign, in the biggest public 
protest rince free elections last 
Jane. 

On Saturday thousands of 
women marched through the 
capital beating saucepans and 
demanding an end to food 
shortages. In other cities, the 
opposition Union of Demo- 
cratic Forces continued to 
AwnaTwl Mr Lukanov’s resigna- 


tion, even though the UDF has. 
no alternative policies or a 
teariprchip to run the country. - 

Mr Lukanov. so far, has- 
roanaged to survive. - B ut to e 
effects of the Gulf oonfronto - 
turn - which has cost Bulgaria 
over S2bn CElbn), a Cut in 
energy supplies from the 
Soviet Union, which has led to 
daily power cuts, and a short- 
age of raw materials which has;' 
left half th» country’s industry - 
at a virtual standstill - have 
th m i BT i the government and ■ 
the country into a wtoin. 

Mr Lukanov believes the 
introduction of market 
re fo rms, which he hopes win 
attract foreign investment, wHl ' 
help to resahre the crisis. Bul- 
garia's total debt is flOfifcn- -.- 


Peter Riddell hears 
contrasting tones 
from US and Czech 
leaders as Prague 
marks attainment 
of its freedom 


appeasement 51 years ago, 
. with Kuwait last August 

Mr Havel’s awn address was 
less euphoric and more intro- 
spective. . 

Confessing to some embar- 
rassment, he wondered why 
bin country's political H lyn a tA 
was being “systematically poi- 
soned by demagoguery, by 
political, ethnic and racial 
intolerance 1 '; v Dissatisfaction, 
nervousness, .insecurity and 
disillusionment are, be noted, 
widespread in Czech society. 
"What is far worse are toe 
attendant phenomena ever 
more .obvious at every turn: 
rancour, rivalry, mutual deni- 
gration, envy and boundless 
ambition. These vices afftmtiHg 
our. public life are ever more 
rampant.” 

Are we. President Havel 
asked, "really a nation capable 
of reviving its virtues only 
once 1 every 20 years? Virtues 
that only last for a few 
m ont h s? Are we really a nation 
that only manages to kowtow 
. to the oppressor and when the' 
cup fi nally overflows vie in the 
bravado of. boasting speeches 
and mutual defamation?” 

These are questions which 
Mr Bush did not begin to 
address. Hfa visit was intended 
as a symbolic catehratlnn -nf an 
unsullied revolution - with 
the offer of a few morsels of 
help. 
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By Tony Walker In Cairo ; 

JORDAN’S religious light 
yesterday scored, a victory 
when the Jordanian parlia- 
ment elected a member of the 
Moslem Brotherhood as 
speaker by an unexpectedly 
wide margin. - 

The election erf the US-etfo- 
_* cated Mr AMnl-Latif AraWyat 
“ confirms the growing political 
st reng th of religious funda- 
mentalists in the kjngflnra The 
ease of his victory, by & votes 
to 28, came as a sfavfr to secs-' 
for paiiiamentariana who had 
expected the result to be ouch 
closer. ...... 

The Moslem Brotherhood, 
which commands a Moc of 22 
in the 80*nember lower tiou fl ft , 
is likely to become more insis- 
. tent in its demands for a, share 
of power. 

Political moderates in Jor- 
dan are expressing , dismay 
over the. Moslem Brotherhood's 


for Jordan’s religious right 


latest success. Bat at the game 
time they acknowledge that 
sentiment on the street in Jor- 
dan, gripped as the country is 
by an economic cHim favours 

the religious right 

The way was opened for the 
foivdamentahsts to cap ture the 
parliam e ntary speakership 
.when King Hussein last year 

mentary 
22 years. 

The well-organised Moslem 
Brotherhood — unlike secular 
parties it was not harmed in 
1957 a fter a n attempted leftist 
coup against the monarchy — 
captured the largest single bloc 
of seats in the. November 1989 
poU 

Since that election, the reli- 
gious right has moved cau- 
tiously, nut it been suc- 
cessful ' in having alcohol 
banned on fli ghts to Arab des- 


tinations by Jordan’s national 
airline and has imposed tighter 
censorship on television enter- 
tainment 

The brotherhood, founded in 
the Egypt in the late 1920$, 
wants the application of 
Islamic Sharia law, a ban on 
usury and the implementation 
of a stricter moral coda Jorda- 
nian fundamentalists have 
been among the most outspo- 
ken supporters of Iraq in the 
Gulf crisis. 

Mr Arabiyafs success coin- 
cided with a bitter condemna- 
tion yesterday by Rfag Hussein 
of western “double standards” 
on the Gulf aims. 

Speaking hum the throne at 
the the opening of parii»mmf 
the king attacked what he 
described as a weak western 
response to Israel’s killing of 18 
Palestinians on Temple Mount 
in Jerusalem month, even 

Correction 


as the US and its allies 
were preparing for war against 
Iraq. 

“This is tolerated with only a 
timid rebuke... by the same 
powers who are adopting a 
course of military escalation, 
unyielding positions and eco- 
nomic strangulation in the 
Gulf,” King Hussein told his 
subjects in a nationally tele- 
vised address. 

Jordan's monarch, whose 
own attempts to promote an 
Arab solution to the Gulf crisis 
have come to little, charged 
that the west's “blatant and 
shameless conduct must con- 
firm to us that their real 
motives are far from being the 
hollow claim to uphold legiti- 
macy and defend principles. 
Their actual goals stem from 
their desire to control our des- 
tiny and the Arab nation's 
resources.” 



v 4 ; 
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^■“V . • - - •» . A /-i US ground support staff stand in the nose of a Boeing 747 cargo aircraft as it doses, at an airbase 

Omani sultan to correction ****** 

open up government HusseijQ of Jordan Canadian politicians to visit Baghdad 

MT O . THREE Canadian members of one member of each of the mission its official simnnrt 


By Vidor MaUet, Middle East Correspondent 


SULTAN Qaboos of Omari 
became the latest Gulf ruler to 
edge his country .towards a 
more open system of govern- 
ment yesterday when, he 
annou nced that a new consul- 
tative council- would-be' estab- 
lished within a year. -■ . 

“There win be no govern- 
ment mgmhfjffshtp of ♦Wa maj- 
Us," the Sultan said in a speech 
marking the 20th anniversary 
of the day he deposed his 
father and began the modemt- 
sation of Oman. 

This is another step on the 
road of participation that 
serves the aspiratioiui of 
Omani citizens,” he 

Since Iraq Invaded KnwaiTfii 
August, the Kuwaiti govera- 
ment-in-exile has agreed, to 
mnsoWdata democracy if and 
when the country is liberated. 
IQngHahd of Saudi Arabia said ■ 
he would introduce an 
appoi n ted consultative council 
to advise the authorities.' 

Oman already 1111)1 a 55mesn- 
her council com posed of gov- . 
eminent officials and private 
citizens chosen by the Sultan. 

It meets four times a year. 

The sultan gave few details 
about the new body other than 
to say that it would wrimte 
state and. include rep- 

resentatives from. Oman’s- 42 : 
counties, but it is assumed flwt 
it wffl .be more leprasentatiye . 


.than the existing cotmcfL 0°^ 
official said it would he a popu- 
. .lady elected parliament, while 
others said the method of 
choosing members. had not yet 
beendedded. 

- / tHhong h tha r ffl wrre of the 

six Arab Gulf states are for 
more' free than tire inhabitants 
of Iraq, Gulf rulers have found 
themsdves under pressnreto 
liberalise their political 
syst e ms rfnnt the Gulf crisis 
began. ' . 

- .'-U8 votes have- begun to ask' 
Pettier it is worth supp o rtin g, 
traditional monarchies with, 
the Mood of American sdiBcn. " 
Gulf rftwnyp w themselves want . 
to know, why the autocratic 
Kuwaiti niling fondly so sig- 
nally faflpd to dAftawd flw rmm- 
try when' tiie Iraqis invaded. 

Suftan Qaboos also promised 
to strengthen the Omani 
armed forces and to support 
small businesses. He called 
1991 “the year of Industry” and 
reiterated his appeal . to 
Omanis, who depend heavily 
on foreign labour, to work 
harder. . 

The anglophUe sultan h*s 
always played a . moderating 
role in regional affairs, and 
yesterday he appealed for a 
peaceful settlement to the Gulf 
crisis accompanied by the 
ret u rn ' of_ Kuwait “to its lBgal 


— Bad weather keeps 
' the marines at bay 


THE multinational forces 
confronting Iraq in the Gulf 
began their biggest - militar y 
*§ training operation at the week- 
end, but the centrepiece of the 
exercise - an amphibious.' 
landing by US marines an a . 
Saudi beach 100 miles south at 
Kuwait - was postponed 
because of high winds fmd 
rough seas. 

The six-day manoeuvres, , 
named Imminent Thunder,. 
Involved more than 1,100 air- 
craft, 16 warships (including 
the a ir cra ft carrier USS Mid- 
way and the battleship USS 
Wi sc onsin ) ; 1.000 US marines 
and 34 Saudi marines. 

Fifty British aircraft, includ- 
ing Nimrod surveillance, air- 
craft and Jaguar and Tornado' 
ground-attack jets, are partfet 
patmg in the exercise. No live 
ammunition is befog fired. 

Althoug h three smaller, sim- 
ilar exercises have been held in 
Oman and Bahrain, Imminent 
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FT SURVEYS 


Thunder is the first such opeiv 
ation to take place on S wndi 
soil It also marks the first 
jnctnmnn of non-US forces in 
largeecale manoeuvres.' 

Winds of 25 to 30 knots yes- 
terday prevented marines of 

LaraMariowe on 
Opetratiop 
Imminent Thunder 


tiie Fourth Marine Expedition- 
ary- Brigade from hoarding 
landing craft and cargo vessels 
25 Tnilpq off-shore. Most of the 
men were Instead ferried 
ashore by Chinook helicopters 
to. lmlt with the First Marine 
Division, which was deployed 
in north-eastern Saudi Arabia 
in late August The men taken 
ashore carried 30 days’ sup- 
plies on their backs. 

US officers said that in a 
combat situation the men and 
light a rmo u red vehicles would 
probably have landed by sea 
regardless of the weather. But 
the m ffi fe r r y did not want to 
rWhr lowing men and equipment 
in a practice exezeite. US Ch-53 
Sea Knight helicopters carried 
some vehicles and heavy equip- 
ment from the ships. 

The amphibious landing was 
rescheduled for tomorrow. 

One of the main objectives of 
the manoeuvre is to practise 
an “over-the-horizon" assault 
technique, in which most of 
the troop-carrying warships 
remain out of sight of the 
coast ft is also intended to test 
the co-ordination at different 
altitudes cf US, Saudi, French 
and British aircraft carrying 
out simulated bombing raids. 
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IN articles published on 
October 17 and 23. it was said 
that Bis Majesty King Hussein 
of Jordan had been told by 
President Hussein of 

Iraq late in July of his plans to 
seize all cf Kuwait 
This is incorrect. It arose 


from misinterpretation of an 
agency report. King Hussein 
did not know and was not told 
about Iraqi plans with regard 
to Kuwait. The Financial 
Times has apologised to His 
Majesty for any embarrass- 
ment caused by the error. 


THREE Canadian members of 
parliament are due to arrive in 
Baghdad today in an effort to 
secure tiie release of at least 
some of about 45 Canadians 
still in Iraq and Kuwait Ber- 
nard Simon writes from 
Toronto. 

The group, which includes 


one member of each of the 
three main political parties, 
received visas from the Iraqi 
embassy in Ottawa on Satur- 
day morning, after waiting for 
more than a week for tbeir 
applications to be processed. 

The Canadian government 
has declined to give the 


mission its official support. 

• French extreme rightist 
leader Jean-Marie Le Pen, who 
has backed Iraq in the Gulf 
crisis, left for Baghdad yester- 
day at the invitation of Iraq, to 
seek the release of European 
hostages, his party said. Reu- 
ter reports from Paris. 


Scrutiny for 

Kenya’s 

record 

By Julian Ozanne in Nairobi 

KENYA’S economic 
performance and human rights 
record today come under scru- 
tiny m Paris, where a meeting 
of its western government 
donors may decide to cut aid 
for economic and political rea- 
sons, at a time when tiie coun- 
try faces serious pressure on 
its balance of payments. 

Last year Kenya’s current 
account produced a record 
SDR479.5m (£35 2m) deficit, 7.5 
per rent of GDP. Higher oil 
prices have already cut GDP 
growth by 0.5-1 percentage 
point lower than the 5 per cent 
forecast, while the country's 
population is growing at an 
estimated 3.8 per cent a year. 

Government imports have 
been cut from SDR3S6.5m in 
1989 to SDR202m this year. 
The government has also 
pledged to reduce the budget 
deficit from 4 to 2.5 per cent of 
GDP this fiscal year. 

Donors are concerned at the 
government’s failure to intro- 
duce a policy for privatisation 
and divestiture of state-owned 
corporations. They also call 
for a public investment pro- 
gramme which tackles govern- 
ment expenditure and 
improves project selection, 
and say the government is not 
doing enough to cushion the 
impact of adjustment on vul- 
nerable social groups. 
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are necessary to succeed. In today’s business, flexible 
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One information and communications company is 
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That company is Bell Atlantic, an experienced 
communications leader. 
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West German economy suffering from rising costs of unity 

Bonn admits new levies likely 


Laftmtatne: critical 


By Katharine Campbell in Frankfurt 

JUST two weeks before the federal 
election. Mr Helmut Kohl, the German 
chancellor, has conceded that new 
“duties”, some environment-related, will 
have to be introduced in the next legisla- 
tive period as a means of narrowing the 
budget deficit 

The chancellor's weekend admission 
represents a major weakening of his par- 
ty’s repeated pledge that the taxpayer's 
pocket would not be plundered to meet the 
costs of German unification. 

It further highlights the government’s 
embarrassment over the steadily weaken- 
ing state of the country's public finances. 

Speaking in Munich on Saturday, the 
chancellor admitted: “We cannot avoid 


talking about an increase in duties.” 

He mentioned a “duty" on carbon diox- 
ide Other levies, such as the 

introduction of motorway tolls, are also 
being considered by the government 
The "no new taxes” promise has become 
increasingly unrealistic as the costs of 
unity have ballooned over recent months. 

On Wednesday. Mr Theo Waigel, the 
finawp minister. tn»Hp clear that- spending 
cuts of DM35bn (£321bn) would be neces- 
sary in next year's budget. 

Mr Kohl argued that the electorate 
would prefer higher levies to tax increases 
because the former would reward those 
who adapted and caused less environmen- 
tal damage. He tried to persuade his audi- 


ence that this was not inconsistent with 
the government's promise of no new taxes 
resulting from the problems of unity. 

Even with the cuts, the 1991 public sec- 
tor deficit will reach DM140bn, 5 per cent 
of the gross national product, according to 
the government's own estimates. 

Mr Oskar Tafontaine. the Social Demo- 
cratic leader whose party is lagging in the 
polls, maintained last week that the gov- 
ernment had “no concept" in its budget 
policies, and that tax increases were only 
a matter of time. How, and if, the proposed 
spending reductions can be achieved 
remains far from clear, leaving the govern- 
ment under pressure for additional reve- 
nue raising solutions. 




Waigel: spending cuts 


Yeutter warns of ‘trade war’ 


Brazil to outline debt proposal 


By Robert Taytor in Stockholm 

FEARS of a global trade war if t 
the European Community does c 

not accept more fundamental i 

agricultural trade reform were 
expressed last night by Mr 1 

Clayton Yeutter, the OS agri- t 

culture secretary, at the end of i 
a weekend visit to Sweden to i 
discuss the Gatt Uruguay < 

round with (arm ministers. ( 

“The level of confrontation s 

would rise in the absence of \ 

success,” he warned. Mr Yeut- 
ter added that the EC was fbl- t 
lowing a “dangerous strategy” i 

if it thought the end of the four 
year long Uruguay round nego- i 


By Stephen Ftdler, Euromarkets Correspondent 


tiations could be postponed in 
order to reach a trade agree- 
ment on agriculture. 

“There is not mnch time 
left,” he said, pointing out that 
the US’s negotiating authority 
runs out an March l next year, 
when the Uruguay round pack- 
age would have to go to the US 
Congress. He added a conclu- 
sion to the current round 
would have to be reached by 
“February 1 or even before" 
because of the enormous tech- 
nical paper work involved. 

“My fortnight of talks 
around Europe have left me 


very pessimistic about the out- 
come," Mr Yeutter said. "We 
need a substantial movement 
by the EC on their proposals if 
any farm deal Is going to be 
acceptable to the US Congress. 
At present their proposals are 
unacceptable to almost every 
other country in the world.” 

The US agriculture secre- 
trary said he feared that coun- 
tries like Brazil and Argentina 
might wen “walk out” of the 
talks over agriculture trade 
and this would bring about a 
collapse, adversely affecting 
the other negotiations in Gatt 


MR Jorio Dauster, Brazil’s 
chief debt negotiator, is expec- 
ted to meet Brazil’s leading 
creditor banks in New York 
today to outline a debt 
restructuring proposal. This is 
likely to include an offer to 
pay some of its arrears on 
interest payments owed to 
international banks, which 
amount to more than $8 bn 
(£4bn). 

Brazil has hitherto said it 
will not pay any interest until 
it has completed a comprehen- 
sive debt reduction accord 
with bank creditors. The 


banks, led by Citicorp, have 
responded with a proposal 
calling for Brazil to pay a 
third of the arrears and inter- 
est payments due before a 
comprehensive debt accord is 
finally agreed. It allows for 
the rest of tine interest to be 
capitalised in the final ag r ee - 
meat 

However, the Brazil govern- 
ment may still insist that its 
ability to pay a significant 
SUm to fcanfet is limited by ttS 
decision to control public sec- 
tor financing tightly. Officials 
have often said that paying 


more than $lbn a year to 
international hanks would 
jeopardise its budget deficit 
targets. 

Relating payments to the 
public-sector deficit is not 
accepted by banks, which 
point to the country's huge 
trade surplus. It is also viewed 
sceptically by some govern- 
ments in the industrialised 
H Hi n tr ins, including fixe US. 

A fibu loan from the Inter- 
national Monetary Fund Is 
expected to be delayed until 
the *aiir« with hank* make 
progress. 


Now TWY gives you 
the land of the free, 

for free. 




V We’re giving away free 
5=2^ return T economy tickets to 


were giving away free 
— = — ===^ return T economy tickets to 
States. Not just to New York, but to 33 other 
destinations as well. And not just a standby ticket, either. 
This free ticket is confirmed. 

So how do you qualify? Easy. You simply purchase a full fare 
return TWA transatlantic First or Business class seat in the UK or Eire 
and travel between November 1st 1990 and March 31st 1991. 

You can then use this free economy ticket ( either for yourself or a 
friend) up to December 13 th 1991 . 

Feel free to call your travel agent or TWA on 011 439 0707 for 
reservations, voucher forms and further infoi'mation. TWA 

For the bestofAme rica. 


FINANCIAL TIMES MONDAY NOVEMBER 19 1990 


Volkswagen consolidates leadership 

Output and profits 
fall as European car 
markets weaken 

By Kevin Done, Motor industry Correspondent 

WEST European new car sales per cent from 145 per cent a 
fell by 1.7 per cent tn October year ago. 
to an estimated LI 12m, with a Fiat, which has recently 
significant Impact an produo- been forced to abanaon 
tian and profit levels. Demand cooperation talks with 
fen in Italy. Fiance, the UK fer Sf the US becauss i oftbj 

and Spain - four of the five worsening outlook, has nee» 

leading volume markets. hit by sharply to"?!; 

Trading volume car makers Italy wife a fall of 75 per cent 
such as Fiat and I^ugeot have in the first 10 months, while 
been forced to cut output Ben- the overall Italian market was 
anlt has announced a Wg fell virtually unchanged with a 
in profits and Volvo’s car tlrop of only 0.1 per <*nL 
operations have fallen into Italian market sbarebas fallen 
loss. Only the Ge rman car mar- to 535 per cent from 58 per 
ket continues to provide signlf- ryttf a year ago. 
icant support for sales in west- ^ deterioration has acceh 
em Europe. . in October when the 

New car registrations m pw gram's new car sales in 
western Germany rose by Hair were 1&3 per cent lower 
around 16.4 per cent in Octo- than a year ago, which 
ber, according to industry esti- deoressed Its market share to 
mates, while in sharp contrast /» 7 uer cent from 575 per cent 
tell by 3Jpar cent in ^ been particularly 

Baly, by 25 per cart in France, bit by the success of the 

& £2 ^ f 1 Ftffd Fiesta in Italy, which has 

hSpedFord to boost its Italian 
111 10 carSes by 675 per cent m the 

year west European new car this vear 

sales at 115m were LI per cent StfiS 

lower than a year ago. but in g Kf^aveaTa^ 
the last three months, August a i_ 

tooS^^eshi^fellm& , 9 verafl m Vmape, 

losing ground, however, 

W Kst fafls this year ***** * P^to a sharp drj 
haveo^foS^denXS fa sales of its ageing Sierra 

the UK and Spain, and in Octo- ra ff e -. 
her alone new car registrations For d sale aare estimated to 
in Sweden were an estimated haro dropped by some 32 per 
335 per cent lower than a year cent m the 10 months, 
ago. It has suffered in particular 

The Volkswagen group of from the recession in the UK, 
Germany, which includes Ms biggest single European 
SEAT, has consolidated its market, where it is the market 
ioaitoi4wp rtf tht> twstem Enm- leader. Volvo, which 
ppam new car marimt anti cap- announced last week that its 
tured an estimated 15JZ per oar operations bad felfen into 
of the iwn to t in first loss in the first nine months, 
10 mnnrtw has suffered a 105 per cent 

VW, which is bidding drop in its western European 
a roind- thi» W gnan I tfVrihm aTU- DSW C8T SalSS 1& the first t6U 

ance to take a substantial months this year. Renault, 
minori ty g*afep in Skoda of Volvo’s alliance partner fa 
Czechoslovakia, has estab- Europe, Is also bring hit by 
jfchpd a rflea r lead of declining sales with an estl- 

Fiat of Italy, which is losing mated fell of 45 per emit in the 
ground in its home mazket first ten m onths . 

The Flat group, which While overall western. Euro- 
includes Alfa Romeo, Lancia pean new car registrations are 
and Ferrari and has effective fallin g, Japanese car makers 
control of Innocent! and Masep- are gaining ground with a 
ati, has suffered an estimated jump in mazket share to 11.7 
drop of 5.4 per cent in its over- . per emit in the first 10 months 
all sales in w estern Europe in from LL0 per cent a year ago, 
fee 10 months, resulting in a boosted by a 52 per cent rise in 
fell in its market share to 142 . safes volume to 154m. 
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Italian stock exchange 
strike to continue 


By John Wyfes In Rorrie 

TRADING on the Bnlbm stock 
exchange in both equities and 
government securities will be 
halted at least until the second 
half of this week because erf a 
strike by stockbrokers' staff 

They are protesting at fee 
uncertainty created by the gov- 
ernment’s proposals, imposed 
by decree, to lumaee a capital 
fan on snare transac- 
tions. 

The levy has become . a per- 
sonal crusade for Mr Rico For- 
mica. Italy's Socialist ftnaiw 
minister, who last week 
implied he might put Mr Glutto 
AndreottTa five-party coalition 
In jeopardy. If any ministerial 
coDeagaes Mt' tempted to bend - 
under the hostile reactions - 
from mist of the financial ser- 
vices industry. 

Mr Formica has decided to 
alter Mh o riginal plan flmpnatwl 


by decree), .to tax the buying 
and sefling of equities at rates 
of 125 per cent and 20 per cent, 
following the industry’s com- 
plaints about stockbrokers 
being given responsibility to 
. a d min istering and evaluating 
the tax charges. -T? 

But his alternative ap pr o ach 
of a 30 par cent tax to be col- 
lected from annual Innmria tax 

payments has created even 
more opposition. 

The stockbrokers’ staff are 
insisting on. further modifica- 
tions, claiming that Mr Formi- 
ca's Plan is technically flawed 
and damaging to stodemarket 
coqpdem». The stockbrokers’ 
staff wm now urge a parlia- 
mentary committee on 
Wednesday to amend the 
decree law against the threat 
of a further paralysis of the 
BtnckmarkePs activities. ■ 
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The aircraft is prospecting for base metals over a remote area of Son tot rn Africa 
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THE SECRETS OF THE EARTH 
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It takes more than imagination to look for the 
earth’s hidden resources from 300 feet up in the air. 

It takes a special combination of expertise, 
innovation, financial resources and state-of-the-art 
technology. 

It is . a combination only a company like 
Anglo American can bring to the search for the 
mineral riches which will sustain the economic well- 
being of the new non-raciai South Africa well into 
the next century. 

This aircraft is just one of the tools we use in 
the search for South Africa’s base metals, bb 

It transmits, receives, and interprets I 
complex electromagnetic wave forms to I AN 4 
locate ore bodies that are hidden beneath I mm 


the earth’s surface - a technique which we refined. 

Another tool is the Vibroseis - a technique orig- 
inally developed for oil prospecting which we use in 
the search for gold. 

Anglo American used it for six years to map 
cross-sections of the earth’s crust and identify the 
structure of likely gold-bearing reefs. 

We believe that there may be as much gold 
buried deep beneath the surface of South Africa as has 
been brought to the top in more than a century of 
mining. The difficulty is knowing how and where to 


ANGLO AMERICAN CORPORATION OF SOUTH AFRICA 


look. And then to find ways of getting the gold out. 

Only a group of the size, expertise and foresight of 
Anglo American would spend more than R200 million 
a year prospecting today for the minerals which will 
help secure Southern Africa’s tomorrow. 

South Africa will continue to need big 
private organisations capable of undertaking large 
and important projects without risk to public funds. 
Projects that will be the engine of growth for all 
Southern Africa. 

It will need companies like Anglo American 
■■m | Corporation with the vision and the re- 
I sources to invest in the future. 

1C A I Thinking big. Thinking ahead. It’s what 
we do. And what we do best. 


if you 


■D LIKE TO KNOW MORE ABOUT WHAT WE'RE DOING. PLEASE WRITE FOR OUR FACT BOOK TO; ANGLO AMERICAN CORPORATION, DEPARTMENT NO. FTIO. PO BOM O. LONDON EClB IPT. 
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Carbon emissions 
tax for EC action 
on environment 


By Tim Dickson in Brussels 

PLANS to tax carbon 
emissions are being drawn up 
in Brussels as part of an ambi- 
tious EC environmental pack- 
age to be unveiled next month. 

Proposals for the first 
‘'green" fund financed from the 
EC budget, fiscal incentives to 
combat pollution, and an ‘‘eco- 
labelling'' scheme for goods 
which meet high standards of 
environmental protection are 
among other measures being 
prepared. 

Ur Carlo Ripa di Meana, the 
EC environment commissioner, 
is said to be determined to win 
commission approval for the 
ideas which he hopes will pro- 
vide the foundations of his pol- 
icy for the second half of his 
four-year mandate. All would 
subsequently need member 
state support. 

Most of the issues have been 
under consideration for some 
time, but a significant spur to 
action was provided last month 
when the 18 nations of the EC 
and Efta committed them- 
selves to stabilising carbon 
dioxide and other greenhouse 
gases by the year 2000. 

EC environmental experts 
believe introduction of an 
energy tax is essential if this 
target is to be met; they argue 
that the current high oil price 
presents an ideal opportunity. 

Full details of the plan have 
not yet been settled but one 
idea is that the tax would be 
increased as energy prices fall 


back closer to their pre-Gulf 
crisis levels. It would be 
related to the quantity of car- 
bon emitted, so that for exam- 
ple coal would be more heavily 
penalised than oil. and oil 
would be hit harder than gas. 

Other internal Brussels 
negotiations - concerning 
plans for a registration tax on 
lorries and a variable purchase 
tax on cars, related to their 
petrol consumption - are also 
at a delicate stage. Officials 
recognise that these proposals 
could trespass on member 
states’ jealously guarded sover- 
eignty in the area of taxation. 

The other two planks of the 
package now taking shape - 
the EC environment fund and 
the eco-labelling scheme - will 
probably proceed through the 
co mmiss ion with less debate. 
The fund idea has been a 
hobby horse of Mr Ripa di 
Meana, who seized on a pro- 
posal from the European Par- 
liament in recent budget talks. 

The eco-labelling scheme, 
meanwhile, has already been 
the subject of intense consulta- 
tions with industry. It would 
involve the award of a kind of 
"green" badge for a restricted 
number of products that meet 
high environmental standards 
on the lines of a scheme run- 
ning in Germany. Food and 
pharmaceutical products 
would not be eligible, and mak- 
ers of dangerous substances 
would also be excluded. 


Brittan on the trail of aid to state companies 


South and north have split over the subsidy hunt, report Lucy Kellaway, 


Will Dawkins and John Wyles 


S IR Leon Brittan, Brussels’ com- 
petition commissioner, has 
never been popular in southern 
Europe. But his latest scheme to 
unearth all aid paid to state-owned 
companies has really put the cat 
among the southern pigeons. 

The argument might seem a storm 
in a teacup. All Sir Leon says he 
wants is annual reports from big 
state-owned companies so he can 
judge more accurately whether they 
are receiving illicit EC subsidies. 
That, be contends, is something the 
commission is empowered to require. 

However, the proposal has 
unleashed a political a nd legal battle 
which threatens to split the 12 EC 
governments - and the commission 
- down the middle. For it goes to the 
heart of one of the most sensitive 
policy challenges to fair competition 
in the single market 
The stakes for Sir Leon are uncom- 
fortably high. If be persists with his 
plans, he risks alienating several EC 
governments and losing the support 
of his fellow commissioners. Yet a 
voile-face could undermine his whole 
drive to tighten up on state aids 
ahead of 1992. 

Southern EC countries, most of 
which have big nationalised sectors, 
suspect Sir Leon of wanting to attack 
the whole basis of state ownership 
and their right to run Industrial poli- 
cies. Nationalised industries are 
equally outraged, Haiming the com- 
mission is disc riminatin g unfair ly 
against them. 

The logic of his initiative is dear. 
Though governments are supposed to 
submit state aids of all kinds for scru- 
tiny by Brussels, it Is much harder to 
identify subsidies to state-owned com- 
panies than to private ones. Aid may 
be disguised as cheap loans, equity 
injections, loss write-offs, grants or 
guarantees. 


The commission has already acted 
twice in the past 10 years to 
strengthen policing of state-owned 
companies. It has required EC govern- 
ments to keep information on finan- 
cial transactions such as loans for 
four years and supply it to Brussels 
on request. It has also widened the 
definition of aid to cover capital injec- 
tions jmri acquisition of holdings, with 
nntifi nation to Brussels in earfain cir- 
cumstances. 

But Sir Leon says he is still not 
getting the Information he needs. He 
wants annual reports giving full 
details of provision of capital, grants, 
loans and guarantees, dividends, and 
the balance sheets of state-owned 
companies. He also wants details of 
money transferred from one part of a 
state holding company to another. 
The proposed rules would apply ini- 
tially to manufacturing companies 
with annual turnover of more than 
Ecn20Qm (£l4lm). 

Opponents of the scheme claim: 

• It discriminates against state com- 
panies by making them supply more 
information than private companies; 

• Governments’ existing financial 
disclosure arrangements are ade- 
quate; 

• The commission is exceeding its 
powers, and needs Council of Minis- 
ters approval of a special regulation 
under article 94 of the Rome Treaty, 
which provides for clearer definition 
of the goals of state aids policy, 

• Sir Leon’s proposal to test the 
legality of state aid by judging 
whether a private investor would 
have provided funds on the same 
basis is too subjective; 

• The scheme would transfer strate- 
gic investment decisions to the com- 
mission from member states. 

Sir Leon argues that the whole 
point of the proposals is to put public 
and private industries on the same 


competitive footing by stripping away 
secrecy surrounding state industry 
finances. 

Nor is there any question of outlaw- 
ing all subsidies. The commission 
simply intends to examine state aids 
to nationalised industries to deter- 
mine if they are legaL Sir Leon con- 
cedes that the “private investor” crite- 
rion is not precise, bat argues that it 
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is the only practical yardstick avail- 
able. 

Member states' responses line up 
across a familiar north-south divide. 
The UK, which has sold all its nation- 
alised manufacturing companies, 
eagerly supports the plan, while Ger- 
many. Holland and Denmark seem to 
have no strong objections. 

T^aiHwg the southern states is Italy, 
the most generous state aid giver in 
the community, which last month 
mounted an unsuccessful OH 

Sir Leon's whole approach to policing 
state aids. Though nearly all coun- 
tries have reduced the amount of 
state aid paid oat each year - and 
thus put themselves on the side of the 
angels - the commission feels the 


overall amounts being granted are 
stQl too high. 

Italy has reason to be concerned 
because its public sector was used in 
the 1970s and early 1980s as a casualty 
ward for private-sector lame ducks. 
These wrought such havoc with the 
accounts of the three main state hold - 
ing companies, HU, ENL and EFIM, 
that the latter ceased raising capital 
on the financial markets and had to 
depend increasingly on capital injec- 
tions from tiie go v e rnment. 

However, such injections have 
tailed off as Italy’s budget deficit and 
public debt have exploded. Though 
they totalled L37,000bn (£l7bn) in the 
1980s, they amounted to only L788bn 
in 1987-89. Only L400bn of immediate 
new capital and a further Ll0,000bn of 
instalments is scheduled for the nmrt 
10 years. 

State holding companies are author- 
ised to raise an. equal amount of 
long-term debt in the markets, with 
the state subsidising four percen t age 
points of the interest costs. They are 
also required to produce consolidated 
accounts on a comparable basis to 
private limited companies’ and 
allowed to raise additional capital 
through p artial privatisations. 

Italy argues such measures should 
be regarded as equivalent to private 
capitaL It also says that capital alloca- 
tions are largely tied to regional 
investment programmes for the 
Mezzogiomo, which are permitted 
under EC rules, and that the 
LKMXUbn programme specifically for- 
bids use of the funds to cover operat- 
ing losses. 

Beyond that, it is argued that In 
strategic sectors such as energy sup- 
ply and research and development in 
advanced technologies, state compa- 
nies have a national development role 
which the private sector would not 
take an either because the investment 


requirements are too great or because 
the payback period is too long.. 
Prance's position is more equivocal. 
The economically liberal Socialist 
government taken an increasingly 
hands-off attitude to state-owned 
industries in recent years, and its cap- 


None the less, finance ministry offi- 
cials are deeply uneasy about Sir 
Leon's proposals, and Paris has point- 
edly reminded the Brussels commis- 
sion that the Rome Treaty recognises 
Win principle of state ownership. "This 
Is not negotiable.” says an adviser to 
Mr Pierre B6tegovoy, the finance min- 
ister. 

' France’s industrial policy envisages 
two roles for state industry; to pro- 
vide a public service, as with telecom- 
munications or rail transport, and to 
guarantee a French presence in long- 
fwm, capital-intensive industries such 
as steel, chemicals and electronics. 
Ihat need not upset Sir Leon, pro- 
vided uneconomic Industries do not 
get unfair subsidies. 

Running through the whole a ff air 
are two paradoxes- One is that the 
harshest critics of the commissions 
proposals include several govern- 
ments which are clamouring to sur- 
render monetary and political sover- 
eignty to Brussels. Yet Sir Leon's 
st r o ngest supporter is the UK, which 
is implacably opposed to a supra- 
national Europe. 

The second paradox is that the 
closer the EC moves to a single mar- 
ket, the more fiercely countries 
defend the principle of state owner- 
ship for purely national purposes. The 
question nobody In Brussels dares 
pose openly is what purpose state 
ownership serves unless it carries 
privileges denied to private compa- 
nies. 


Commission clears French power deal 

Ely William Dawkins in Paris 


Doubts over VAT administration system 


By Lucy Kellaway 


FRANCE’S state-owned 
electricity board has received 
clearance from the European 
Commission’s state aid author- 
ities to supply power at advan- 
tageous rates to Exxon Chemi- 
cals, the US-owned chemicals 
producer. 

Under the 6K-year deal, a 
new Exxon ethylene plant at 
Notre-Dame-de-Gravenchon in 
Normandy is to receive elec- 
tricity at well below the aver- 
age rates, in return for which 
it has to stop using power or 
face a very high tariff for 22 
days each winter. Electriclte 
de France (EdF) will mean- 


while invest FFr7 0m in the 
FFr2.5bn project 
The move is part of EdFs 
strategy of attracting big 
industrial customers to absorb 
a temporary surplus of cheap 
unclear electric i ty capacity in 
order to help iron out big sea- 
sonal fluctuations in power 
use. This has attracted criti- 
cism from EC state aid author- 
ities, worried that EdF’s 
favoured industrial clients 
might be getting an unfair 
advantage in a c ountry where 
electr i cit y prices are already 
among Europe’s lowest 
The Exxon Chemicals con- 


tract is similar to a low-price 
deal between EdF and Pechi- 
ney, the state-owned packag- 
ing aluminium group , on 
which the commission set 
strict conditions a year ago. 

But this time the commis- 
sion was “satisfied that the 
electricity price fixed by the 
contract reflects a commercial 
price set according to eco- 
nomic considerations which a 
national private investor 
would follow in a similar situ- 
ation.” Thus it included no 
state aid. 

Other deals of this kind 
have been recently completed 


or are under negotiation with 
Allied Signal, the US engineer- 
ing group; Stracel the Finnish 
owned paper company and Air 
Products, the American gases 
group. 

EDF will charge Allied Sig- 
nal from 7 centimes per kilo- 
watt hoar, in the slack sum- 
mer periods, op to 53 centimes 
in the winter. This is a very 
wide band around the 40 cen- 
times daytime rate for the 
average domestic user. The 
plant, due to open in 1993, will 
absorb around a tenth of the 
capacity of a medium-sized 
French power station. 


EUROPEAN Community 
officials doubt that the broad 
disagreement between member 
states on a new system for 
administering Value Added 
Tax after 1992 can be bridged 
today, when finance ministers 
gather at a council meeting. 

The issue is one of the most 
difficult parts of the single 
market programme and there 
is concern that a new VAT sys- 
tem will not be ready in time 
for the 1992 riparilinp 

Many European companies 
fear that two years is not 
enough timg in which to put 
the new system into place. 


The commission proposal is 
based on the existing principle 
that tax is collected in the 
country of consumption, with 
bender controls replaced by fis- 
cal controls. Over the past 
week industry has been lobby- 
ing hard to mak** the proposed 
system less bureaucratic. 

Unioe, the European employ- 
ers union, and the UK Mtlll8 
of directors have both lodged 
formal complaints over the 
proposed system, which they 
believe to be unworkable. 

Unice is particularly 
unhappy over the n«wd for big 
companies to keep quarterly 


data of all EC exports, broken 
down by customer. 

Meanwhile, France is gain- 
ing ground with its idea 
whereby all exports in the 
eornmiTTiTty would be individu- 
ally listed - a proposal that is 
unacceptable to most of the 
northern states. 

Slow progress is also expec- 
ted at today's meeting on the 
investment services directive, 
making it unlikely that the 
Italia™ will get agreement by 
the aid of their presidency on 
this measure, which estab- 
lishes a single passport for 
investment firms allowing 


them to do business anywhere 
in the community. 

The main sticking point 
today will be trading on un- 
regulated marketa The French 
and the ft* Ha ns are keen to 
restrict trading In certain secu- 
rities to the bourse on which 
they are listed, arguing that 
consumer protection cannot 
otherwise be assured. 

Other m emb er states see this 
as an effort to protect the 
monopoly of the French stock 
exchange, and to try to repatri- 
ate some of the business now 
being done on SEAQ to the 
French market 



NOW YOU 
CAN FLY TO 
SINGAPORE 
AND SYDNEY 
GULF AIR 
STYLE. 


There’s never been a more enjoyable way to fly to 
Singapore and Sydney. Because now you can experience our 
uniquely hospitable style of service all the way. We depart for 


Singapore and Sydney via Bahrain even,- Wednesday and Friday. 
It’s all part of our continuing development as one of the 
worlds peat airlines. In fact, with the latest additions to our 


network, we can now fly you to forty destinations worldwide. 
So why not contact your travel agent or local Gulf Air office 
and discover for yourself the delights of flying. Gulf Air style. 
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No steering 


wheel. 


Are Audi seriously suggesting taking the steering wheel away from 
the driver? 

In a serious frontal collision, certainly. 

Such accidents frequently result in head or chest injuries caused by 
‘jack-knifing.’ This is when the impact forces the steering wheel up 
towards you and your head and chest move forward inexorably to 
meet it. (In a 30mph impact, Oforces mean that your head alone could 
weigh the equivalent of up to 8001bs.) 

Compulsory seat-belts, crumple zones and safety cages alone can't 
always prevent injuries. 

Audi’s unique Procon-Ten safety system helps to reduce the risk by 
removing the steering wheel. 

If the front of an Audi is hit at a speed of around 25mph or more, 
the force of the impact moves the engine backwards and downwards 
along a pre-determ i n ed route. 

Procon-Ten harnesses this energy to propel the steering wheel into 
the dashboard within 0.032 of a second. 

Out of harm’s and your head’s way. 

Within 0.065 of a second (a lot quicker than the blink of phocon-ten 
an eye) the seat-belts tighten, pulling you and your front seat passenger 
firmly back into your seat. 

All new Audi models* are now fitted with ProconTen. In the hope, 
of course, that you will never need it. 

In fact, rather than hope, we’ve taken steps to help make sure 
you won’t. 

The Audi 80 quattro Sport 16V shown here has four-wheel drive 
which prevents wheel-spin and improves road-holding. 

ABS brakes which help you steer clear of trouble without your 
brakes locking. 

And sports suspension, Iow-prohle tyres and a spoiler which allow 
you to safely use the 16V’s performance. 

At Audi then, we've always been concerned for your safety. 

Now, the addition of ProconTen simply takes the worry out of 
your hands. 




THE AUDI RANGE FROM £12,497-£41 } 785? 

For 3 VHS video, information on Procon-lcn and on the Audi of your choice please complete the 
coupon and send to: Audi Information Department, FREEPOST, Yeomans Drive, Blaitelands 
Milton Keynes MK14 5EY. Or call free On 0800 585685. 

Mr/Mrs/Miss/Ms Initials • ■ ■ Surname - 

Address i i ■ ■ i i i i 


FT/NS/1S1 


< i i i 


Postcode 


Phone Home 


_j i i i Business 

I am interested in: 80 □ 90 □ Coupf □ 100 □ Estate □ quattro □ 

VORSPRUNG DURGH TEGHNIK. 


V8 □ 


TPRICES EXCLUDE NUM8ER PLATES AMD DELttf£fft FlER SALES T^LePHuNE '0?08i ’IKK TAj FREE SALES TELEPHONE '0306! 601111 
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With your money earning 
so much interest... 



...you’ll want a convenient 
new way to spend it. 


Open a TSH onshore Preniitim Account la cam a 
hi^h rate ol' interest paid quarterly - with 
instant access to ywtr money - and have the 
additional convenience ol'TSB's new Bankcard. 

TSB Bankcard can bo used world iviitc at 
any t>a»k or shop displaying the VISA sritm. 

The money you withdraw or the purcluises 
vnu make are debited directly from vntir TSB 
Otlshore Premium Account. Each transaction 
is itemised in i\tll on wur free quarterly 
l tank statement. Your only limit is your 
account balance. 




CROSS' CAR/}. 

£75.000+ 

13.00 

13X5 

£20,000+ 

12.30 

13.10 


12.00 

1 2.55 


You need just Juia'OO to enjoy all these 
benefits plus a cheque l*aok and overdraft 
faci lilies which can he arranged. 

Tor lurther in format i on about opening a TSB 
OOshore Premium Account simply till in the 
coupon and post it lo John Hutchins at TSB 
in Jersey. 



ni'iiilcili/r nu rrqnfst. 

‘ bilrrn.1 mlc corrvo i\ v , 

i IAN. lCoinf.iouiidrJ Annual 


• bn rmi rule cornet at tune of lyrfnj; lu fins* 
«*/ Kfitcl 


^Torjohn Hutchins 
TSB Bank Channel Islands Limited, 
Overseas Branch. PO Box 597. 
fl David Place- St Helier, Jersey. 
Channel Islands. 



BANK 


TSB BANK CHANNEL ISLANDS LIMITED 

TSB Bank Channel tJanil- Limned. PO Hoi ffJT. 6 David (lace. 
Si Helier. Jersey-. Channel IslamL. 


Name. 


Address. 


Vtr 
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Read Tokyo Business Today 

Japan's most-respected English-language 
business monthly. Since 1934— inside news of 
Japan's business and the people behind the 
moves. Now available internationally . 

Act now for a free Issue FAX your name 
and address to 81*3-241-5543 


UK NEWS 


UK EMPLOYERS’ SURVEY OF COMPANIES 


Small company confidence worst for decade 


By Peter Norman, Economics Correspondent 


BRITAIN'S small companies 
have reported their sharpest 
fall in business confidence for 
10 years, according to a survey 
published today by the Confed- 
eration of British Industry, the 
employers' association. 

Small companies, defined as 
those which employ fewer than 
200 people, have been an espe- 
cially dynamic part of the UK 
economy during the past 
decade. 

But the survey of 726 compa- 
nies, carried out between Sep- 
tember 26 and October 27, 
found that sma ll companies 

• Now face their weakest 
demand outlook since January 
1961 

• Expect production to fall 
over the next four mouths 


• Have reported the sharpest 
run down of stocks since 1981 

• Indicate a sharply declining 
trend in employment with 
more job losses on the way 

• Have suffered the sharpest 
decline in confidence about 
export prospects for 10 years, 
reflecting falling orders and 
low price increases for 
exported products. 

Mr Tom O'Connor, phniTTwan 
of the CBTs smaller firms 
council, called for government 
help for junall mmpaniffi t in Ww 
next budget. 

“S maller firmn need encour- 
agement to Invest not only for 
future growth but for survival 
now," he said. "It Is vital that 
the government targets assis- 
tance to small firms through 


capital allowances on new 
plant and equipment and 
through an increased threshold 
for the small companies rate of 
capital taxation." 

According to the survey, 
smaller companies have 
reported a "very sharp reduc- 
tion'’ in the volume of their 
output In the past four months 
and the sharpest Call in total 
demand since April 1981- 

The survey found that confi- 
dence about general business 
conditions »wmib smaller com- 
panies had now fallen for eight 
quarters in a row. 

Altogether, 53 per cent of 
companies said they were less 
op timis tic about their business 
situation while only 7 per cent 
were more optimistic. 


The resulting balance of 
minus 46 per cent repres e nted 
the sharpest Call in confidence 
5iTi«>- October 1980, according 
to the GBL 

The proportion of companies 
reporting below capacity work- 
ing increased to a seven-year 
high of 58 per cent In October. 
The survey also pointed to a 
continuing squeeze on profit 
margiwft . with unit costs run- 
ning ahead of price rises. 

Investment intentions 
among small companies are 

weaker nmn ncf manufac- 

turers as a whole, with a bal- 
ance of 19 per cent of compa- 
nies polled now expecting to 
cut investment on capital 
equipment over the next 12 
months. 


According to Mr James 
Walsh, a CBI economist, small 
anil recently formed companies 
are bearing the brunt of the 
current wave of business fail- 
ures in Britain. - * 

“So Gar, the rapid rise in the 
number of business failures 
seems hot to have dissuaded 
entrepreneurs from starting up 
new businesses,” he soldi 
But he warned that the 
boom in business start-ups 
may falter "as more budding 
entrepreneurs lose their Shirts, 
if not their houses”. > 
Smaller Firms’ Economic 
Report , CBI Publications Sales. 
Centre Point. 103 New Oxford 
Street. London WCLA 1DU. £10 
(£5 fin members, X 
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The FT propoeci to paMab ihn 
«mcy on 

Dictator IS I9W. 

H will be of pamcnlai imam 10 the 
27% of Managing Direct on and 
Chief Extulha ibongbont Europe 
who are regular FT readers. If you 
want lo reach this important a wh- 
ence, call Charles Blaadfard. Mac 
PnbthUng .44 Learner Road. Dub- 
lin ft. Td 0001 066000 Faa iMOt 
064962 or Kinty Soundere Ou 071 
S73 4*23 or (ax 071 *73 3079. 
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Brokers boycott 
insurance group 
over sales move 

By Eric Short 

INSURANCE brokers are 
threatening to refuse to place 
business with General Acci- 
dent unless the company 
agrees not to underwrite fur- 
ther insurance schemes for 
motor manufacturers. 

Brokers have been hit 
because car makers, under 
heavy sales pressure in the 
UK, have been offering free 
insurance for a year, negoti- 
ated directly with the cus- 
tomer, in an attempt to 
increase sales. 

The decision to boycott the 
Perth-based company, a major 
UK composite insurance group 
and a leading motor insurer, 
was taken yesterday. They 
decided to act against only one 
company and chose General 
Accident by secret ballot 

Mr Andrew Paddick, the 
HB's director general said the 
move had the Ha^trinp of the 
vast majority of UK brokers. 

Brokers want a commitment 
from GA that it will cease writ- 
ing flat rate motor insurance 
and maintain the DO claims 

discount system, which does 
not apply to free insurance. 

It would not comment yes- 
terday on the KB's move, other 
than to point out that the its 
commercial activities were car- 
ried out in the best interests of 
the company and its sharehold- 
ers and not lor a minority of 
intermediaries. 


UK TRADE BALANCE 


Motor deficit falls by £957m 
in face of much lower demand 


By Kevin Done, Motor Industry Correspondent 


THE DEFICIT in the UK motor 
industry trade balance has 
fallen by 17.8 per cent, or 
£957m, during the first nine 
months of the year in the face 
of sharply lower demand fbr 
new cars in Britain. 

The motor industry trade 
balance, one of the biggest sin- 
gle factors in the overall UK 
trade deficit, has also improved 
in response to more car exports 
and increased sourcing of com- 
ponents from the UK, 

The improvement is still lag- 
ging b ehind the overall fail in 
the UK visible trade deficit, 
however, which fell by 20.4 per 
cent in the first nine months to 
£I4.8bu, of which the motor 
industry accounted for nearly 
30 per cent 

According to figures from 
the Society of Motor Manufac- 
turers and Traders (SMMT), 
the motor industry trade defi- 
cit fell to £4.4bn In the first 
nine months from a record 
£5.4bn a year ago. 

The improvement acceler- 
ated in the third quarter with a 
fall of £51 lm, or 26^ per cent 
to a deficit of £1.4bn from 
EL9bn a year ago. 

The value of cars exported in 
the third quarter was 33 per 
cent higher and 21 per cent 


higher in volume than a year 
ago, reflecting in particular 
Increased exports by Nissan 
and VanxhaTl. 

The improvement in the 
motor Industry trade deficit 
reflects the recent recovery in 
UK car output. Output has 
begun to rise, with production 
for export compensating for 
continuing weakness of 
demand at home. 

Figures released last week 
by the Central Statistical 
Office showed that UK car out- 
put in October, at 138JJ72, was 
19.1 per cent higher than a 
year ago, sustaining the 
improvement begun in August 
and September. 

The UK domestic new 
vehicle market remains 
depressed, with new car regis- 
trations in the first ID months 
LL7 per cent fewer than than a 
year ago, and new commercial 
vehicle registrations 20.2 per 
cent fewer. 

Imports dominate the UK 
new car market, accounting for 
about 57 per cent of sales. 

As the decline in UK new car 
sales has accelerated, the vol- 
ume of imports has fallen 
sharply by 13 per cent, with a 4 
per cent fall in value in the 
third quarter. 


UK MOTOR TRADE (CM) 

January-September 



1990 

1989 

Cars 

1,978 

1,720 

Comm, vehicles 

506- 

418 

Parts and 

3.180 

2£64 

accessories 



Others* 

1,063 

879 


Cars 

Comm, vehicles 
Parts and 
accessories 
Others' 478 


5,838 5,790 

754 1.153 

4.065 3,782 

512 


Trade balance 


Cars 

Comm, vehicles 
Parts and 
accessories 
Others' 


-3,862 -4,070 
-248 -735 

-885 - 928 


587 


367 


Total 


-4*409 -5J08 


‘Others Includes agricultural trac- 
tors, dumpers, trailers, caravans, 
industrial works trucks and freight 
containers. 

Saurot: Soatoy or Motor umnalact Br ur m and 
Traitor » and Custom and Eoto 


Aldi growth 
could bring ' 
£600m sales . 

By John Thornhill 

ALDI, the German discount 
retailer which has recently 
opened 13 shops in the UK, 
could achieve sales of*£600m 
within four years, giving It 2 
per cent of the grocery market. 

This prediction, marie by the 
Corporate Intelligence Group, 
assumes that Aldi will open 
200 outlets. 

The group's report suggests 
that this would have ah "irri- 
tating rather than a, cata- 
strophic” impact on UK food 
retailers, but might increase 
consumer awareness of prices. 

That would in turn tend to 
level prices and squeezes profit 
margins, intensifying^ pres- 
sures on UK food retailers. 

The retailers are seeing costs 
rising fester than sales lor the 
first time In a decade, 'f 

The study shows that’Tesco 
and J Sainsbury are evenly 
matched rivals fbr the j prime 
position in the UK grocery 
market . . 

Each has a 15 per cent share 
of the £348bn market j 

The report also estimates 
that Aldi has worldwide sales 
of £8.1bn, making it mu4h big- 
ger than any UK grocery 
retailer. 

The Retail Research ft ’port. 
Corporate Intelligence Re earch 
Publications, SI Dovaktly 
Street, London WC1N 2LS. 
Annual subscription £495. 


CONTRACTS & TENDERS 


- GOVERNMENT OF HONG KONG 

LANTAU FIXED CROSSING 

PREQUALIFICATION OF CONTRACTORS FOR 
TSING MA BRIDGE AND RAP SHUI MUN BRIDGE 

The Government of Hong Kong invites applications from civil engineering 
firms or consortia to prequalify for the opportunity to tender for two contracts: — 

(i) the- construction of the Tsing Ma Bridge; 

(ii) the design and construction of the Kap Shui Mun Bridge and linking 
viaducts on Ma Wan Island. 

These structures form the major elements in the Lantau Fixed Crossing, part of 
the extensive infrastructure supporting the construction of new airport and port on 
Lantau Island. The crossing will carry a dual three-lane highway and a twin-track 
railway. Both contracts require to be completed by late 1996. 

The Tsing Ma Bridge will cross the navigable channel between Tsing Yi and Ma 
Wan Islands. The design consists of a suspension bridge with a main span of 1377 
metres and total deck length of 2032 metres. Under the six-lane highway on the top 
deck, there will be a double tracked railway with two weather protected road traffic 
lanes. . 

Kap Shui Mun Bridge will connect Ma Wan Island to the large island of Lantau. 
The main span of this bridge will be approximately 440 metres and the total length of 
deck, '670 metres, with a configuration similar to that of the Tsing Ma Bridge. The Ma 
Wan Island viaduct, which will connect the two large bridges, is approximately 550 
metres in length. The successful tenderer will be expected to design both the Kap Shui 
Mun bridge and the viaduct. 

Firms or consortia who wish to prequalify for these contracts may do so for 
either one or both of the contracts. 

Following successful prequalification it is intended to invite tenders for the 
contracts in February 1991 with return of tenders for Tsing Ma Bridge in July and 
Kap Shut Mun Bridge in August 1991. It is anticipated that the award of contracts 
should be made in late 1991 and early 1992 respectively. 

Interested firms or consortia may obtain a booklet giving further details of the 
contracts and information to be supplied with the applications for prequalification 
upon written request to: 

The Director of Highways 
10/F, Empire Centre 
68 Mody Road 
Kowloon 
Hong Kong 

I FAX No: 852 31 } 3648) 

Applications for prequalification must be returned to the Director of Highways 
before noon, 21st December 1990. 


CONTRACTOR NEEDING WORK? 

Retafl petroleum group with a number of prime sites betWUnBm dn g ha ni end Manchester requires 
contractus) to construct up to 6 new petrol service stations. 

Typical Contract period circa 12 weeks and each contract si» between £165.000 6 £400,000 with payment 30 days 
after completion of each prp|ecL _ 

Work ready to start NOW! 

' ; Contact the Commercial Director -Sivenuar Properties Ltd, l Chiswick Square, London 

W4 2QG. Telephone (081) 995 4455 


RENTALS 


KEN WOODS 

RENTAL 


aoeurr rwuusHeD 

FLATS AMD MOOSES 
Start Md lent Lata 
73 Sprint SL, tendon W2 LM 
Trt: 071-402 2271 Tcltu 25271 
Fie (071) 242 3750 


ART GALLERIES 


JULIAN TREVELYAN, 

etchings available from sole agent. Bohun 
Gallery, 15 Reading Rd, Henley, Oxon. 

Tel: 0491 576 228. 


CREDIT COMMERCIAL DE FRANCE 

Limited Company 
with a capital off F 1.330.966.475 
Head Office: 103, avenue des Champe-Elyse'68 - 
75008 PARIS 

Trade Register: RCS PARIS B 775 670 284 

Notice of Meeting 

Notice is hereby given to holders of bonds 
13% % 1 990/1 992 and to holders of bonds 
10% % 1990/1996 that ordinary meetings of 
the General Assemblies have been 
convened for Wednesday 5th December at 
16.00 for the first bondholders and at 16.15 
for the second bondholders al the offices of 
CREDIT COMMERCIAL DE FRANCE 144, 
avenue des Champs- Elys '6es, Paris 8e - 
France, for the following purposes: 

- Appointment of the representatives of 
the "Masse" of Bondholders (regular 
and alternate) 

- Fixing the powers and the 
remuneration of these representatives 

- Approval according to Article 313-3° of 
the Law of July 24 of the partial 
assignment of assets granted to 
CREDIT COMMERCIAL du SUD-OUEST 
by CREDIT COMMERCIAL DE FRANCE. 


Any bondholder, regardless of the number 
of bonds which he holds may attend and 
vote at the meeting or may appoint a proxy 
to legally represents him and vote on his 
behalf.' 

However, only bondholders who have 
deposited their bonds five days at least 
before the meeting, at CREDIT 
COMMERCIAL DE FRANCE 144, avenue 
des Champs-Elys'ees, Paris 8e, may attend 
the meeting or appoint a proxy to attend for 
them. They will be issued with the 
neccessary admission card and/or proxy 
form. 

The text of the resolutions as well as all 
the documents which will be submitted to 
this meeting will be hold, as required by 
law, at the Head office of the Company at 
the disposal of bondholders. 

BOARD OF DIRECTORS 


Share price in electricity sell-off 
expected to be 240p at flotation 


By Clara Pearson 

SHARES in the 12 regional 
electricity companies are 
expected to be sold at a com- 
mon price of 240p each when 
the terms at the privatisation 
flotation are announced on 
Wednesday. 

The Issue price, which will 
be payable in three instal- 
ments, will not finally be set 
until tomorrow morning. But 
the indications are that it Is 
unlikely to be changed from 
this IeveL 

The government's advisers 
have already decided that the 
shares should provide an ini- 
tial average annual dividend 
yield of about 8.4 per cent, 
based on the fully-paid price. 

A 5p reduction in price could 
be made, as a last-minute 
adjustment, if there appeared 
to be strong resistance In the 
market to these terms. This 
would cause a slight increase 
in yield and reduction in the 


£SJ2bn flotation proceeds. 

Demand for the shares is 
expected to he very strong 
even though an 8.4 per cent 
yield is not as high as some 
institutional investors have 
said they wanted. 

Investors will be asked to 
pay UX)p per share at issue. 
The balance is payable in two 
equal instalments next year 
and in 1992. 

fine-tuning of the flotation 
terms was yesterday going on 
into the night at Kleinwort 
Benson, the government's 
financial adviser. Bankers 
were deciding how to divide up 
tire shares between the compa- 
nies and fix the degree to 
which each Individual yield 
should 1 differ from the 
weighted average. 

This handicapping system Is 
to make all 12 look 
equally attractive by penalis- 
ing those companies likely to 


I 

prove the most attractive to 
investors with less generous 
yields. * 

Broadly, the bigger, southern 
companies with a high pfopor- 
tion of domestic customer* will 
receive lower yields, as [their 
business is viewed as less risky 
titan those companies reliant 
an industrial customers. , 
Kleinwort has also taten a 
decision to allocate 20 percent 
of the shares to overseas 
tors. The biggest allocafc 
will go to the US and Coni 
tal Europe, with Japan and 
fanaHa ob taining smaller por- 
tions. 

Shares will be taken : way 
from institutional investors 
both in the UK and abroad if 
demand from the UK pubic is 
very heavy. More than slven 
million people have registered 
their Interest in applying! for 
shares, indicating strong pub- 
lic interest. 


Nonas 

To the Bolder* of 

Matsushita Electric Works, Ltd. 

(Ito “Co mpan y"! 

US- *100.000,000 

7Ve per cent. Convertible Bond* Doe 1995 
(dw-BoodO 

Pursuant to danse 7 of tile Uniat Deed 
dated 28th October, 1980, under which 
the above Bonds were issued, notice la 
hereby given as follows: 

At Its meeting on 19th October, 1990. 
the Board of Directors of the Com- 
pany resolved a free distribution of 
store* of Os Common Slock on 13th 
January, 1991 to the shareholders of 
record aa of 30th Kpranbe; 1990, 
at the rate of 0.05 ofa new abate of 
its Com m on Stock far each shore of 
its C om mon Stock held by them. 

Aa a result, the fallowing adjustment 
to the Conversion Price of the Bonds 
will be made: 

( 1 ) Conversion Price prior branch 
adjustment: Yen 56L50 

(2) Conversion Price after such ad- 
justment: Yea 534.80 

1 3 > Effective date of the adjustment; 
lat December, 1990 (Japan Time) 

MAT5LSHHX ELECTRIC WORKS, LTD. 
November 19, 1990 



COVERS THE 


FINANCE - ECONOMICS - COMMERCE 
AmfkUa ftiiwgfi tanflag onrmgants EISA 


IHEBCSTINCBinVES 
FOR MAKING 
AMOVE 

Mid Glamorgan is tfte closest government ‘ Development 
Area' to London and the South Fast on the M4, with excellent 
communications by rood, ra3, sea and air bringing the whole of 
the UK and Evropewrthin fast and easy reach. 

Mid Glamorgan offers unbeatable financial incentives,- the 
largest range of sites & industrial property in Wales and 
opportunities for a superb lifestyle in an crifrocfte environment. 

the right move^ Find out bow SWURTHOIUNE 

you can join the growing number of r—~r . 

successful companies who have chosen p rA PflICC 
Mid Glamorgan for a new start-up, - \ r 

expansion or relocation project. O ip (he jf (0222) 
coupon beksw or telephone our 24 hour ( 820770 

Enquiry Hotline today. I 


r- M 

Name 


“1 


Tith 

Company. 


Nature of Business. 
Address 


Tel No. 


Busmen Development Thom, Mid Gfa mo tgon 
County Council, Grayftxns Rood, -Cardiff. CFT3LG. , 
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But establishing opera- 
tions in foreign countries also 
means coping with cross- 
border insurance issues. 

Not to worry. The Zurich 
Group can now solve these 
issues through a new pan- 
service concept. 

Through Zurich Inter- 
national in the UK, Belgium, 
Prance, Germany, Italy and 
;he Netherlands, a multilocal 
concept ensures on-site risk 
analysis wherever your opera- 
tions are located. This inter- 
nationally coordinated service 
enables you to control, reduce 
and insure your risks ... all in 
English and you won’t even 
have to leave your office ! 

This concept, together 
with a full range of products 
and services, underlines our 
objective to be a professional 
market leader. 

The Zurich Euro- 
policy provides coordi- 
nated coverage for 
all your risks in 


extend beyond EC borders, you 
can still stay with us. The 
Zurich is one of the world’s 
leading insurers. We serve all 
major industries in some 
80 countries. ZURINET, our 
computerized worldwide data 
network, gives us instant access 
to crucial information. 

Even if your interests are 
still primarily national, we are 
the ideal partner. The Zurich 
Group is backed by capital 
investments worth nearly 
£ 21 billion - just one of the 
reasons why all major finan- 
cial analysts regularly give 
us an AAA rating. Another 
is the commitment to personal 
service given by all our 33,000 
employees. 

UK. Europe. Worldwide. 
Wherever you are planning 
your future, make it more secure 
through Zurich International. 
You can reach us in London, 
Brussels, Paris, Frankfurt, 

ZURICH Milan or Leidschen- 

INTERNATIONAL 



GLOBA 


SECURITY 


dam/The Hague. 
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UK NEWS 


BR likely to spend £40m 
on London-Exeter route 


employment 


Call for NUM ballot on wage talks 


By Richard Tomkins, Transport Correspondent 


BRITISH RAIL is expected to 
announce today that it will 
spend £40m on a new fleet of 
trains for the notoriously 
poorly served west of England 
route from London Waterloo to 
Salisbury and Exeter. 

The 172-mile line is to get a 
modified version of the new 
Class 158 provincial express 
train, the original version of 
which was announced in Sep- 
tember after 11 months of 
delays. 

The new trains, to be called 
Class 158 and nicknamed West- 
ern Turbos, will cut 15 minutes 
off the Waterloo-to-Exeter jour- 
ney time, leaving- it at at just 
over three hours. 


Trains on the Waterloo- 
Exeter route are currently 
made up of carriages hauled by 
locomotives that are nearly 30 
years old and notoriously 
prone to failure. 

BR recently announced 
heavy cuts in services on the 
route from January 1 so that 
resources could be concen- 
trated on making the remain- 
mg services more reliable. 

The replacement of the 
trains has been delayed 
because of the possible electri- 
fication of the line. That plan 
was abandoned earlier this 
year because it was judged 
Incapable of delivering an ade- 
quate financial return. 


The service cuts will still go 
ahead because the new tzains 
are not due to arrive until sum- 
mer 1992. 

The 90mph, airconditioned 
Class 158 trams are made up of 
carriages powered by under- 
floor diesel engines. The first 
sets went into service between 
Glasgow. Edinburgh and Aber- 
deen last month. 

The main modification for 
the Waterloo- Exeter route will 
be to include first class as well 
as standard class seating. 

The £40m allocated to re- 
equipping the route includes 
the cost of building a new 
depot for the trains at Salis- 
bury. 


SDLP renews offer to Unionists 


By Our Belfast Correspondent 

MR John Hume, leader of the i 

Social Democratic and Labour i 

party. Northern Ireland's mala I 

natio nalis t party, has renewed ; 

his offer of unconditional talks 
with Unionists aimed at stimu- 1 
lating political progress in the i 
province. : 

Mr Hume told his party’s 1 

annual conference in t 

Londonderry that the two sides i 

should sit down without pre- 1 

conditions to discuss the issue i 


they all faced; mainl y relation- 
ships between Northern 
Ireland, the Republic ccf Ireland 
and Great Britain. 

The SDLP’s leader identified 
Unionists' distrust for the rest 
of Ireland as their biggest 
stumblingblock and added: “It 
therefore seems logical to us 
that until that relationship is 
settled, to the Unionists’ satis- 
faction as well as everyone 
else's, then nothing is going to 


work and it would be foolish to 
go down any other road." 

Mr Hume said both the Brit- 
ish and Irish governments 
accepted that the Anglo-Irish 
Agreement was not carved in 
stone and could be built on and 
transcended. 

The SDLP leader also 
strongly attacked the IRA, 
labelling tbe Provisionals as 
“the true heirs of the old impe- 
rialism". 


By Lisa Wood, Labour Staff 

SCOTTISH MINERS’ leaders 
are expected this week to call 
for the National Union of Mine- 
workers to hold a ballot over 
whether to accept British 
Coal's five-year-old wage nego- 
tiation formula, which includes 
the Union of Democratic Mine- 
workers. 

The move follows the 
announcement on Saturday 
that 56.8 per cent of NUM 
members in a national pithead 
ballot rejected national indus- 
trial action over pay. 

NUM leaders, including Mr 
Arthur Scargill, the president, 
had caBed for an overtime ban, 
which would have cut coal out- 
put heavily, as part of a cam- 
paign for an alternative to Brit- 
ish Coal’s pay negotiating 
framework. 

Miners in South Wales. Scot- 
land and Derbyshire voted 
heavily against industrial 
action. NUM members in the 
Yorkshire area and Notting- 
hamshire were among those 
supporting Mr ScargilL 

British Coal and the NUM 
have not negotiated over 
wages since the end of the min- 
ers' strike in 1985, when Brit- 
ish Coal introduced a “majori- 
ty-minority’’ concept under 
which the wages of NUM mem- 
bers at those pits where the 
NUM was in a minority would 
be negotiated with the UDM. 


The NUM has refused to 
accept that. For the past five 
years, rates for all miners have 
been negotiated between Brit- 
ish Coal and the UDM. 

Mr George Bolton, president 
of the NUM in Scotland, said 
he was confident that the Scot- 
tish executive committee, 
meeting today, would make a 
demand to the NUM executive 
for a ballot over the “majority- 
minority” concept 

Mr Bolton, who unsuccess- 
fully led a similar call at the 
union’s conference in Durham 
this year, said; “This last ballot 
was a clear rebuff for the poli- 
cies of Arthur Scargill and 
Peter Heathfield [NUM secre- 
tary]. Clearly, the membership 
wants negotiations with Brit- 
ish CoaL" Mr Bolton said Brit- 
ish Coal had said it would sit 
down separately with the tiro 
unions. 

Mr Alan Cummings, the 
north-east's representative on 
the NUM*s national executive 
committee, said his area was 
against accepting British 
Coal's framework. He said he 
would like a ballot on the 
issue, with a firm recommenda- 
tion to reject the British Coal’s 
“majority-minority” concept 

He said that if the member- 
ship rejected British Coal's for- 
mula, the ball would then be in 
British Coal’s court. Mr Cum- 
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Barclays 
reinstates 
women it 
j bad retired 

; By Diene Sw«a«, f 

j Labour Staff '■---!•■ 

I BARCLAYS BANE I bfts 
; reinstated Z2 woven whi wet* 
■ criminally farced to rettri frwa 
j vra* foe ■** etTbft 
nave fellows a ntttagtlfe fl* 
t bank had been ftdtty ft w 


Five years of no wage talks: NUM inestftent Mr Arthnr 
Scargill and secr e tary Mr Peter Heathfield in 1985 
mi n;.*? said that his onion. He said the NUM want ed a 
armed with such a ballot scheme where it could negoti- 

resuH, would be in a stronger ate nationally on wages and 

position if it caitprt for a ballot conditions for all of its mem- 
on industrial action next year. bers. 


Making Short Work 
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Long Haul. 





Court backs 
pregnant job 
applicants 

By Diane Summers, 

Labour Staff 

A EUROPEAN Court derision 
in favour of a pregnant woman 
who claimed sex discrimina- 
tion when she was turned 
down for a job has wide impli- 
cations for UK employers, as 
employment law consultant 
has warned. 

Mrs Elisabeth Dekker, who 
was pregnant, was recom- 
mended by an interview panel 
for a job as a trainer for Dutch 
company VJV-Centrum. hot 
rejected by the company's 
management. Although aU the 
applicants for the job were 
women, Mrs Dekker argued 
successfully that the refusal to 
offer her tbe post was contrary 
to the EC’s Equal Tre a tment 
Directive. 

Mr Iks Johnson, of consul- 
tants Coopers and Lybrand 
Deloitte, said that until now, 
UK employers have had to 
treat a pregnant woman hi the 
same way that they would 
treat a man who was filar oth- 
erwise absent from work. Now 
it seems the comparison 
should be made with a man (or 
woman) who is not pregnant 


discrimination b ecam e a bed 

allow* 5 men in the rnhyay 
to work until they ware ML 
1 b the first case of It ldnd, 
Barclays is to pay out o the 
wenett a ■»» of We, afar 
lass at earnings. It -wi «bo 
review retirement pofaf to 
check that it co aftm. eBfc 
lavs requiring all eta opera 
to have equal rat team ages 
far men and wnw, -;- - - 
The rating wffi bm ago. 
cations for otber emp yen. 
including other bank with 
n um erous women fg. kx&&- 

fa attom wiB seed tt :« utfhe 
the way they pbi e. In 
equalisation of retfabnent 
ages if they ax* to avoS legal 
action, the Equal On feat- 
ties CoBMtieriwr warna . . - 
Mrs Stella James who 
brought the cose, starts work 
at Barclay* Bank to 196 atea 
the staff retirement age astt 
for mac and » ter ww n. fit 
1973 the hank chan E the 
retirement age to 69 C all 
future staff. Hover* -gin 


em plo yees who start* darir 
at tbe bash before 1973 Mat 
their old re tir ement s» 

After a European Ctm deci- 
sion In 1966 forcing ti r jp* 
enunest to aguad foe t Cot* 
crimination Act, B* 

■gain chang ed its rains Busk 
iag women and naan a m a 
certain grade to cm t on 
working upto the age- g& 
Mrs James failed to ifehfe 
because she was hat on Ugh 
enough grade, and she Ufa 
leave her lob in 1988 wi ttte 
reached fiO. The other mb 
now being com pen** l by 
Barclays f o und tbemse * is 
a stamar pnanm. 

An iadastrUA txfomudidad- 
ia Mrs James's favour foii 
she claimed sax dEscr tt: 
don, but the eatplo ah , 

_ a_ lss - > ■ » _ - A 

ivpeui «nr n ™ 

the ease tntiu Bc iiyi 
accepted the ecfgfnal toe- 
trial tribunal rating Jest wk 
at foe Amai -Crinrfiand 
offered Mrs James nurly 
SOjKtf and her fob fearij 
Stellar atfers have afeoeen 
made to the ll others stated. 

The case was becked tithe 
EGC and Barclays Groupftaff 
Uadoa«. which said it Want 
that many women now Mtfar 
opthui at wwkfev up tn 
Bodays said ft was 
welcome the woman 


FINANCIAL HIES CONFERENCE 

CAPITAL MARKETS WORKSHOPS 
London - 21, 22 & 23 No vemb er 

. _ • ■ -ii 

•nwt^andUTlnwa/Prire Wamti o u ao Capital Ma rt aw Wot fc thop a , now) 
thair thM'auccas ahra jwr, continue as bridga a UgniScard gapl 
managofiiam g at ntag. The p rogramm e prawidae inaooaiw owai atf i 
aupponad by case studies of capiat narian activities. ranging few 
undar^nc concapa through S» spadfc tnartets and JMtmraana, 1 
practical guidanoa on key aspect* of m anaga m a ra snd control ot ti» 
business induding o p erati o n s. dak management and partomumc- 
maasuvnant 


Bacauca of ft* partidpatfv* non of tin Workshops, ptaooe a* ftMMtfl 
ordar © alow owdroun bsnatitfium each saadon. 5pttfcar* a* drawn Iter 
Prfoo WarortouM's Capital Marines Group and a panel of hay IndhMnai 
from organisation* imashad in capital martals aaMdsataduting: Jnnafta 
Brinon of Safes Bar* Corporation. London, Tony Coopar of Handsa* Ban 
Umitsd. 8ob Futer ot Chaferhouse Bar* LJtnftarf. Jeffrey Earn of WMpi 

BanMng Corporation. RUmdKfcbyofChaaKtiouaa Bark tMnd,Rkton 
FfinasofPnJdantUCQrparwSonpic.CMBWKn(daidofHgSmiMlBahklJ 

and JOan Nathan of the ChicaooBoafdofTrada. 


EUROPEAN BUSINESS FORUM- BUSINESS IN 

cermAL and eastern Europe 

Rome - 26 & 27 November 


Once avay two yaara tfwflteacM'nmmoirengmaM^M Eiawwwt 
Buaineaa Forum in Roma. Dawtopmaiss in tha Sovfac UMon Usd in Caosd 
and Eastam Europa wff ba tha prindpat fMnw for Stk yaaTa agenda, th* '■ 
contefw tca wffl tmarprat paBdcai and acsnomic dava top nwrat ettfiattj 
pravtda an autfmritatfva brtafing on the praspam tar nwufaeeaara, ber*w* "i 

and otharbusinaniaadaniaaSiaiocsiar East BtoeaeonciniNi opart .j 
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naxt ton yman and oth*r contributor* inch**: Ambamdar flaMO 
gjgera. BaBan Fomfgn Tra d e Muter; Ptgfca aor hai K mm, SmiSSat 
Foraign Eonomc CoraroMon: Mr Panne Mbar. Munartwt Mnim-oi 
Franco; Mr otag Mcatiatalw of Goafaank; Proiaaaor tahoweM AMmcb 
* a PWloh Rnanca Mnhdnr; Mr Horn Krenzfw <*tt» Cdmndaakwertie 
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Skill And Character. 


It takes two hours to drive to Mw- 
seifles front the Cote d’Azur. The rocky 
coast, coveted in pine trees, is beloved 
by yachtsmen because it is cut by deep, 

long creeks, or calanques, 

Marseilles is the Mediterranean's 
jwgpst port and one of Europe's 
important industrial centres. The sur- 
rounding region is more pastoral, but 
full of history and art. The Roman 
nuns at Nhnes and Arles. The Van 
Gogh landscapes. The Cam argue, with 
its marshes and wild horses. 

Big ships and big factories moulded 
the personality of Marseilles. The city's 
industrial base is very diversified. 
Shell, BP, Arco in petrochemicals. 
Alnndnhtm-Pechinev. Comcx, the 
world leader in ocean drilling and 
exploration. Many software firms have 
sprung up in nearby Aix-en-Provence, 
while 33% of the civil helicopters 
exported in the world are ' manufac- 
. taxed by Aerospatiale, the biggest high 
.tech fiirn in the Marseilles area. The 
range of businesses extends from a 
large unclear industry to the most 
modem farms. 

Wuh 3,600 full-time researchers, 
Marseilles is one of die leading Euro- 
pom cities in industrial R 6t D. Finns 
can obtain space at the! famous 
research centre of Luminy, or at the 
hew technopoks of Chateau-Gombert 
and Arhois, tapping into such 
advanced research labs as the Interna- 
tional Institute of Rdbtxics and Artifi- 
riiiT intelli gence. * 


-Marseilles has many things -to 
offer. Good ; telecommunications. An 
international airport with direct flights 
to New York 1 and major 'European 
cities- Good schools and universities. 
Truly -beaatffhl natural scenery . dose at 
hand. 

‘• ; -’-And the character and zesr off Mar- 
seilles and its region.' 


FRENCH 

RIVIERA 

The Bright Way. 


lie movies have yet to communi- 
cate this reality, bin the French Riviera is 
becoming a world centre for telecom- 
munications and technological research. 
Over 70 multinationals are there, includ- 
ing DOW Chemical, IBM, Rockwell, . 
Texas Instruments, DEC, and Nestle. 

Sophia -An tipolis, the famous 
Science Park near Antibes, already rep- 
resents 700 companies and 11,000 
jobs. The Park is about to double, 
covering a total area, half the size of 
Paris. Over 25,000 experts from many 
nations will be co n duc tin g research, 
mainly in telecommunications, data 
processing, electronics, and -pharma- 
ceuticals. Sophia Antipolis m and IV. 
will be built by the end of the century. 

Le Riviera also has 30 other busi- 
ness sites and ample plant and office 
space, all at competitive rates. A scenic 
hi gh way links all coastal areas, and the 
Nice-Cote d'Azur International Airport 
- already France's second largest — 
has direct flights to the US. and Canada 
as well as major European cities. 

Le Cote d'Azur’s economy is 





Trance is Che heart of the new 
Europe that will be bom on January 1, 
1993. It is the place to be for a foreign 
firm that wants to operate in that uni- 
fied market 


Dut France is also a country of 55 
million freedom-minded individualists, 
and twenty -two regions thar mirror the 
dynamism of the French people. No 
two regions are alike. All are histori- 
cally interesting and culturally rich. 


FIANCE 

Regional Vigour. 


An association exists to help inter- 
national companies son out the pros and 
cons of France's regions. Its acronym is 

FRIEND (French International Enterprise 
Development Association.) FRIEND 


works for the benefit of foreign investors, 
in conjunction with the Ministry of 
Industry and Regional Planning. It also 
coordinates its activities with an 
umbrella organization at the national 
level called DATAR which in specific 
cases can offer tax and other incentives 
to foreign companies investing in France. 

Here are brief sketches or four of 
France's regions and the opportunities 
thev offer. 
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HIGH-TECH’HICH-LIFE 




Concorde 


Tour Eiffel 



If you plan to set up a 

company within the 

major European mar- 
ket, plan for Europe's best location. 

In France, your company can be at the 
center of die new Single European Market. 
From France, it can reach the fast-growing 
markets of Eastern Europe, Africa, and 
the Middle East. France is the key 


to success for com- 
panies preparing for 
the Nineties. 

A stable, strong and homogeneous market, 
France is renowned for both its advanced 
technology and its “art de vh/re". 

In addition, France now offers new incen- 
tives to welcome North-American corpora- 
tions: We make business really simple. 


.INVEST IN FRANCE BUREAU DATAR UNITED KINGDOM 21-24 GROSVENOR PLACE 
LONDON SW1X 7 HU - TEL; (71) 823 18 95 - FAX: <71) 235 84 S3 

FRENCH INDUSTRIAL DEVELOPMENT AGENCY 610 FIFTH AVENUE, SUITE 301 
NEW-YORK, N-Y 10020 - TEL: (212) 757 93 40 - FAX: (212) 245 15 68 


growing by 10 % a year, compared to 
35 % for all of France. But this growth is 
being carefully monitored to honour the 
Riviera's beauty and minimize pollution. 

Employees of the 55 American 
firms sited on the Cote d'Azur know 
the advantages of- living and working 
there. Beaches on one side, the Alps on 
the other. First rate schools and univer- 
sities. 40 museums and three sym- 
phony orchestras. 

In the 21st century the French 
Riviera will undoubtedly be a techno- 
logical showcase, but it will still be the 
French Riviera with 300 days of sun- 
shine a year. 


GRENOBLE 

I $ £ R E 

Success Is No Chance. 


lyyated at the foot of the Alps, the 
area has motorways leading north and 
south from Paris and Geneva to Marseilles 
and Barcelona, as well as east and west 
from Lyon to Milan. The three national 
airports - Grenoble, Lyon and Geneva - 
provide frequent international flights. 
The famous “TGV links regularly 
Grenoble to Paris in three hours. 


One of 


the significant advantages 


of the Grenoble- Isere region is the 
quality of its exceptionally well-edu- 
cated and highly-skilled workforce. 
The area has three universities, and 
eight engineering schools with a total 
of 36,000 students. 

W* such a pool of talent, it's 
hardly surprising that so many 
research institutes have decided to 
locate here. Among the most notable of 
these, which employ about 8,000 
people, are the Grenoble Nuclear 
Research Centre, the Data Processing 
Technology and Electronics Labora- 
tory and the Max Von Lane -Paul 
Langevin Institute. 

Last, but not least, the European 
Synchrotron Radiation Facility is 
setting up researchers and plans to 
host 2000 scientists a year. Grenoble 
is the largest R&D concentration in 
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The Tunnel Gateway. 

The Nord Pas-de- Calais is stra- 
tegically placed to provide a platform 
for businesses determined to exploit 
the opportunities or the single Euro- 
pean market after 1992. 


Situated at the heart or western 
Europe, with close links with the 
dynamic economies of Rhineland 
Germany. Benelux and the South- 
east of England, the region is ideal! % 
si mated to provide access to the 
European Community's 320 in con- 
sumers. 


lhe region's communications 
infrastructure is unequalled. The 
Nord-Pas-de-Calais already has six 
motorways running north-south 
from Amsterdam to Paris and east- 
west from the channel port of Calais 
through to Reims. 

By May 1993. when the channel 
tunnel is completed, the region will 
represent the golden-hub of the 
European TGV high-speed train net- 
work. The Nord Pas-dc -Calais will 
benefit from the additional traffic 
generated by the tunncL The oper- 
ators expect between 30 m to 40 m 
passengers and 15 m tonnes of 
freight to pass through the tunnel in 
its first year. And the ferries, hover- 
craft and aircraft which carried 67 m 
passengers in 19SS will, of course, 
continue to operate. Lilie, the region’s 
capital, will soon be offering direct 
train services capable or 190 miles 
per hour to destinations such .is 
Brussels. Amsterdam. Paris, Cologne 
and London. 


In addition, the region will pro- 
vide direct 50 minute services to 
Charles dc Gaulle airport. Europe’s 
second largest and fastest growing 
international airport. 

A highly-educated, efficient and 
well-motivated workforce is at your 
disposal in the Nord Pas-de-Calais. 
The region boasts five universities - 
which have a bias towards science 
and technology subjects - as well as 
19 schools of engineering and col- 
leges of technology. 

At the heart of this exceptional 
region is the European Business 
Centre at Lille. The ciry is planning 
to provide offices, shops, homes and 
a World Trade Centre on a 110 hec- 
tare site located right next to the 
TGV station. The first phase, consist- 
ing of 55,000 square metres, will be 
ready in 1993. 


France, after Paris. 

International companies have also 
been drawn by Grenoble lscrc attrac- 
tiveness and quality of life. Cap Gemini 
Sogeti, SGS Thomson, Hewlett-Pac- 
kard, the Open Software Foundation, 
to name a few, hare located their oper- 
ations in Grenoble. 

The world-leading US workstation 
computer manufacturer. Sun Microsys- 
tems, has just decided to install near 
the city its International Centre for 
Network Computing. 
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CHAMBER of commerce and 
INIHJSIRYOT MARSEILLES 
PALAIS DE LA BOURSE BP 1856 
13222 MARSEILLE CEDEX 01 
TEL (33) 913933.04 
FAX: (33) 91-91.4125 
DOMINIQUE ARRlQfl 


COTE D’AZUR DEVELOPMENT 
10, RUE DE LA PREFECTURE BP 142 
06003 NICE CEDEX 
TEL: (33) 93.924242 
FAX: (33) 9350.05.76 
THIERRY MARTIN 


FRIEND 

1, AVENUE CHARLES FLOQUET 
75007 PARIS 
TEL: (33) 140.65.1234 
FAX: (33)14306.99.01 
KARINE BOUVET 


GRENOBLE ISfcRE DEVELOPPEMENT 
1, PUCE FIRMIN GAUTIER 
38028 GRENOBLE CEDEX 1 
TEL: (33) 76.7057.97 
FAX: (33) 76.480703 
BERNARD DEL0UPY 


NORD PAS-DE-CALA15 
DEVELOPMENT 
16, RESIDENCE BRETELE 
PARC SAINT-MAUR 59800 LILLE 
TEL: (33) 2035.9882 
FAX: (33) 2035.39.15 
JEAN-MARIE BUTKOFER 
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THE CHALLENGE TO THATCHER 

Prime minister repeats 
defiance of Delors plan 


MRS Margaret Thatcher’s 
weekend message to the coun- 
try and the 372 Tory MPs who 
form the electorate in tomor- 
row’s leadership contest was 
straightforward and typically 
defiant. 

Her opposition to the Delors 
plan for a single European 
currency was implacable and, 
if necessary, she would con- 
sider a referendum to test the 
views of the British people, she 
mill 

As her campaign manag ers 
continued to voice confidence 
that Mrs Thatcher would win 
the race on the first ballot, the 
prime minister said she would 
“fight and fight" to retain the 
leadership. 

The clear implication was 
that even if Mr Michael 
Heseltine did force a second 
round of voting, she would 
ignore any suggestion that she 
should stand down. 

She refused to discuss 
directly Mr Hesel tine’s mani- 
festo, but took sideswipes at 
his proposals for a radical over- 
haul of the poll tax and for a 
more interventionist approach 
to industry. 

The Prime Minister also 
rejected bluntly the charge laid 
by Sir Geoffrey Howe that she 
lived in a “ghetto of sentimen- 


tality" about Britain's place In 
the world. 

In interviews with The Sun- 
day Times and The Sunday 
Telegraph, the prime minister 
also underlined her conviction 
that the single currency pro- 
posed by Britain’s European 
partners would have funda- 
mental constitutional implica- 
tions. 

Those implications - imply- 
ing a large transfer of power 
from parliament - meant that 
the government should keep 
open the option of a referen- 
dum on the issue. The ques- 
tion, Mrs Thatcher suggested, 
would be simple: did the Brit- 
ish people want to swap the 
pound for a single European 
currency? 

The possibility of a referen- 
dum has been raised by the 
prime minister before, but the 
timing of her latest comments 
surprised some of her own 
ministers yesterday. 

It won support from Mr Nor- 
man Lamont, chief secretary to 
the Treasury, who shared Mrs 
Thatcher’s deep misgivings 
about the implications of a sin- 
gle currency. Some other min- 
isters also thought the idea 
deserved attention. 

Mr Douglas Hurd, the for- 
eign secretary, has however 


Opposition heads discount polls 


OPPOSITION leaders 
yesterday shrugged off week- 
end opinion poll figures that 
suggested that the Conserva- 
tives under Mr Michael 
Heseltine might seriously 
reduce both the Labour and 
the liberal Democrat vote in a 
general election. 

Officials of both parties said 
the findings were merely a 
temporary phenomenon, 
enhanced by media attention 
on the leadership race. 

None the less, there seems 
little doubt Mr Heseltine's 
poll boost at the weekend has 
somewhat reduced the satisfac- 
tion of the opposition parties at 
turmoil within the Tory party. 

Dr John Cunningham, 
Labour’s campaigns co-ordina- 
tor, yesterday ridiculed Mrs 
Thatcher’s hint that she might 
advocate a referendum on a 
single European currency. 


arguing that there might 
equally be one on the poll tax 
or changes in the NHS. 

“Indeed, why not have a ref- 
erendum on Mrs Thatcher’s 
period in office, namely a gen- 
eral election?" he asked, 
adding: “The country does not 
need a Heseltine coup d’etat It 
needs a Labour government" 

Liberal Democrat officials 
also dismissed poll evidence of 
a Heseltine premiership 
“squeezing" its support 

Mr Baddy Ashdown, the Lib- 
eral Democrat leader, said: 
“The leadership battle is only 
miding to confusion about the 
Conservatives policy on 
Europe. Neither candidate has 
a vision that would put Britain 
in the European mainstream.” 

Meanwhile, on television and 
radio. Cabinet ministers con- 
tinued to rally round the prime 
minister. Both Mr Norman 


Lamont the chief secretary to 
the Treasury, and Mr Cecil 
Parkinson, the transport secre- 
tary, downplayed the polls. 

Mr Lamont inafrrt'gri that it 
would be the state of the econ- 
omy that decided the the Con- 
servatives' fate at the election, 
while Mr Parkinson said Mr 
Heseltine was “fundamentally 
unsound" on e c on omi ** Issues. 

Mr Parkinson also endorsed 
Mrs Thatcher’s view that a vic- 
tory by one vote would be suf- 
ficient to settle the contest 

However, Mrs Edwina Cur- 
rie, the former junior health 
minister, —m Mrs Thatcher's 
supporters should “consider 
very carefully” how to protect 
her reputation for courage, 
foresight and dignity if she 
woe forced to a second ballot 


Ivo Dawnay 


UK NEWS 


Heseltine sets out European vision 


made clear that he is deeply 
sceptical about the idea. He 
told a meeting of the party's 
backbench committee of MPs 
on Europe that it was not 
“agreed" government policy. 

Mrs Thatcher emphasised 
that it was tar from certain 
that Britain's partners would 
go ahead with the current 
Delots plan, telling The Sun- 
day Times that there was “no 
reason to think that we have 
test this battle in any way". 

The government’s alterna- 
tive proposal for a “hard Ecu", 
which could evolve first into a 
common currency and then 
into a single currency, was one 
that could unite everybody 
without pre-empting the final 
result 

She rejected, too, Mr 
Heseltine's charge rfy? was 
not prepared to operate the tra- 
ditional system of cabinet gov- 
ernment. It was the former 
defence secretary who had 
refused to accept collective 
responsibility and nobody had 
ever been afraid to put a point 
to her. The y know I thrive on 
argument.” 

Philip Stephens 

Time running out for hard Ecu 
proposal. Page 20 


MR Michael Heseltine 
yesterday spelt out his vision 
of Europe. He warned that Mrs 
Thatcher had such strong 
views on the subject that she 
found collective responsibility 
“ unacc eptable" 

He defended his plans to 
review the poll tax, spoke of 
the need tor a new partnership 
to end the "debilitating war” 
between central and local gov- 
ernment, and talked about hfa 
resignation from the cabinet in 
1986. 

In an interview fox BBC tele- 
vision’s On the Record pro- 
gramme, Mr Heseltine said he 
believed that most of the Tory 
party would unite around 
acceptance of “umbrella" legis- 
lation, agreeing in principle to 
economic and monetary union, 
but reserving a veto for a 
future parliament about if and 
when the UK should take 
part 

Mr Douglas Hurd, the for- 
eign secretary, and Mr John 
Major, the chancellor, would 


both endorse that, he said. 

However, when asked about 
Mrs Thatcher’s view that Emu 
was not a matter for the cur- 
rent parliament, he responded 
with an attack that implicitly 
cast doubt on hopes that she 
would consult senior col- 
leagues more on Europe in toe 
future. 

“Is parliament not to be 
allowed to consider these mat- 
ters? Has cabinet got no role in 
t hes e things? . ■ . The prime 
minister feels so strongly on 
these matters that collective 
cabinet responsibility on 
this issue is not acceptable to 
her." 

He also rejected the idea of a 
referendum on Europe, saying 
he did not think a suitable 
question could be devised, and 
that he did not believe the Brit- 
ish found referenda an attrac- 
tive form of gover nm ent. 

On the pofl fcay, he sa i d Mrs 
Thatcher was wrong to have 
claimed that patting education 
spending back to central gov- 


ernment funding would lead to 
higher taxes. The move could 
be phased in, using the pro- 
ceeds of economic growth 
which the Mrs Thatcher’s own 
chancellor was expecting. 

He said he had never differed 
from the government on toe 
need for proper management of 
the economy. 

Mr Heseltine said some cen- 
tral government money should 
flow to local authorities only if 
toe directly elected local “chief 
executives” he proposed could 
show they would use it to 
improve standards. 

Recalling his resignation 
from cabinet over the Westland 
helicopter company, he said it 
was the only time he could 
remember “the prime minister 
reading out the conclusions at 
a meeting . . . which had not 
taken place. 

Hav ing been denied his con- 
stitutional right of putting his 
case to cabinet, he said, “I 
folded my papers and 
gel d ... I cannot remain a 


member of government", 

departing so quietly that a 
number of ministers were not 
sure what had happened. 

While unhappy with the 
label “paternalist", he raid that 
those who had the privileges of 
capitalism should understand 
the reypp pgftrift***** obliga- 
tions upon them. 

Mr Heseltine said that be 
appeared to have “a particular 
fern” for people who used to 
vote Tory hut would not do so 
again unless there was a 
change of leader. People 
seemed to want “a new dimen- 
sion, a new Tory face, a new 
way of explaining how we can 
go forward”. 

However, he was still loyal 
to the party. If Mrs Thatcher 
were leader at toe time of the 
next general election, he would 
“travel to the four comers of 
the world to secure her re-elec- 
tion and prevent Neil Kinnock 
entering Downing Street”. 

Alison Smith 
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Michael Heseltine with wife Anne and childr en Rupert, Annab el (second left) and A l e xandra 


The most information-intense region of America 
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City sees 
sterling op if 
PM wins 

STERLING would show modest 
gains after a dear victory for 
Mrs Thatcher in the Conserva- 
tive leadership contest, but 
faces an uncertain future in 
the event of either a win for Mr 
Michael Heseltine or a result 
that left the prime minister 
badly wounded, a City poll 
shows. 

A forecast based on a survey 
of 30 UK and 15 foreign-owned 
City instit ution s cm Friday by 
Idea, the financial consulting 
company, suggests that if Mrs 
Thatcher was the deer winner, 
sterling would gain around 3 
pfennigs from Friday’s London 
closing level of DM2.89 to 
DM2.92 - atm below sterling's 
DM2.95 central rate in toe 
EMS exchange rate mecha- 
nism. 

If Mrs Thatcher wins but is 
“mortally" wounded, the fore- 
cast points to a farther fell in 
the pound to around DM2J38, 
while a Heseltine victory 
would leave sterling little 
changed at DM230. 

Peter Norman 


Tory leader keeps her 
mind on world affairs 


MRS Margaret Thatcher will be 
preparing few a ballet and then 
dinner at the opulent Palace of 
Versailles when the results of 
the Conservative Party's lead- 
ership contest are announced 
tomorrow. 

The sumptuous evening's 
entertainment, attended by 34 
heads of government, will be 
the social climax of a French- 
hosted conference marking the 
end of the cold war in Europe. 
Mrs Thatcher will hope - and 
she was still confident yester- 
day - that it will not also 
mark the end of an era in Brit- 
ish politics. 

The Conference cm Security 
and Co-operation in Europe 
gives toe prime minister a 
chance to play the world 
statesman with at least half an 
eye on the domestic audience. 
She W3L breakfast today with 
President George Bush and is 
■expected to meet President 
Mikhail Gorbachev before toe 
c onfer e n c e closes on Wednes- 
day. 

While her campaign manag- 
ers at Westminster lobby furi- 
ously before tomorrow's vote. 


Mrs Thatcher will concentrate 
on subjects such as the fixture 
of western security, the emerg- 
ing democracies of eastern 
Europe and tensions between 
Nato and the Warsaw Pact 

Mrs Thatcher will not he 
ahle to escape domestic battles 
entirely, however. Her pafitical 
fixture Is likely to feature high 
on the questions of the interna- 
tional media corps in Paris - 
if not also at the series of bflat- 
erals she and other govern- 
ment leaders are expected to 
hold tins week. 

Mr Douglas Hurd, foreign' 
secretary, may also find him- 
self distracted by domestic pol- 
itics at the series of meetings 
he he* planned in the French 
capital this week. 

Parts has provided a grand 
backdrop. The Kteber interna- 
tional conference centre has 
had a temporary space-age 
exenaion added;' tomorrow 

night’s tftnnur jg being held in 

Versailles' hall of minors. 

It will be a stylish way to 
fight ah election. 


Ralph Atkins 


Polls back 
claims of 
cballeiiger’s 
popularity 

OPINION POLLS in 
yesterday’s Sunday newspa- 
pers bore out Mr Michael 
Heseltine’s rfafrna that he can 
give toe Tory party greater 
electoral popularity. 

Consistently they showed 
that If Mr Heseltine were 
leader, the Tories’ current def- 
icit in the polls would disap- 
pear, and they would lead 
Labour by anything between l 
and 10 percentage points. 

. The results found that Mr 
Heseltine’s support was partic- 
ularly strong among the 
young, and among people who 
had voted Conservative In 
1987 but did not intend, doing 
so while Mrs Margaret 

Thatcher remained the party's 

leader. 

Mrs Thatcher’s supporters, 
however, acrid that at a time of 
midterm difficulties, the pells 
were bound to reflect enthusi- 
asm - which might well be 
short-lived — for a different 
leader. 

The surveys consistently 
found the Liberal Democrats’ 
support around 11 to 13 per 
cent, but losing a couple of 
points to a HesetthieJed Tory 
party. 

In a survey for The Sunday 
Times, Mod found Labour, on 
48 per cent, with an 11 -polnt 
feed if BIrs Thatcher continued 
as Tory leader. 

However, Mod found that a 
general election tomorrow 
with toe Tories under Mr 
Heseltine would leave Labour 
1 point behind on 43 par cent, 
to the Tories’ 44 per cent 
A Harris poll In the 
Observer showed, afanfiariy, a 
Heedflne4ed Tory party on 44 
per cent, 1 point ahead of 
Labour. Led by Mrs Thatcher, 
the Tories would trail Labour 
by 34 per cent to 48 per 

wnt. 

For the Sunday Correspon- 
dent, ICM found Labour in the 
lead with 49 per cent, with the 
Tories at 87 per cent, if Mrs 
Thatcher remained the party 
leader, but that a Heseltine 
succession would secure the 
Tories a dear lead over 
Labour, with 48 par cent to 
Labour’s 40 per cent. 

The NMR result in The Inde- 
pendent on Sunday gave a dif- 
ferent slant, with Labour’s 
lead cut to just 2 points and 
the Tories an 42 per cent, even 
with no change of leader. The 
Tories* ratinghad i mp roved by 
10 prints on Its level of a fort- 
night ago. 

Along with its higher level 
of Tory support under the 
present leadership, the same 
poll found the widest lead - 
10 points - for the Tories if 
Mr Heseltine were their 
leader, giving them 49 per cent 
to Labour’s 39 per cent • 

An HOP poll of the 65 most 
marginal Tory seats suggested 
that under Mr .Hradthie, ftf 
Conservatives would retain 
them all, while they would 8ll 
be lost fat a general election 
undo 1 Mrs Thatcher's leader- 
ship. 

The poll showed that a 
change to Mr Heseltine would 
transform a Labour lead of 12 
points over the Tories’ 36 per 
cent into a Tory load of 7 
points over Labour’s 40 per 
cent 

Tory MPs hoping for a sec- 
ond ballot and the entry into 
the leadership contest of some 
other candidates may have 
been surprised at the- lack of 
electoral e nthusi asm tire polls 
suggested fisc such senior fig- 
ures ss Mr Douglas Hurd, the 
foreign s ecreta r y, or Mr John 
Major, the chancellor of the 
ezriteqner. 

Alison Smith 


One region of ihe country is home to the lop three automakers. The top two retailers. Over 6,000 financial institution 
The nation’s busiest airport. And 15 million voice and data lines. 

One region has more newspapers, more computer sites and more Fortune 500 companies. 

One company moves the information lor the most information-intense region of the country. Ameritech. 

A force in communications. A leader in the Midwest. And a solid financial perform er. 

Since Ameriledi siodt began trading, it has generated a total return to shareowners that has outperformed the market 
-j. j\ by two to one A compound annual growth rate of nearly 28 percent. 

^ During its first six years. Ameritech fed all other regional holding companies in retum-toequily. 

; recording 152% last year. Growth in earnings per share 

- L and divi,ten<ls h® weraged 6.3 X over a six year period. 

Vl To find out why Ameritech continues its healthy financial performance. 

call Brussels. Belgium (322) 512-0040 for our Annual Report. Or write Director-Investor Relations, 
Ameritech, 30 S. Wicker Dr.. R3500, Chicago, IL 60606. U.S.A.. or call USA 312/750-5353. 
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THE COLLEGE OF 
PETROLEUM STUDIES 


STRATEGIC IN V E STMEN T FORtlM 
LIMITED 


fs pleased to announce its forthcoming 
conference 

THE FUTURE OF THE GOLF: 
RISKS Ac OPPORTUNITIES 

Hyde Park Hotel, London 


MONDAY 3rd DECEMBER 1990 


TUESDAY 4th DECEMBER 1990 


This conference will examine the future . 
pros p ects for toe Guff in general. Kuwait in 
particular, in tors period or uncertainty it wHJ 
also examine toe impact of toe crisis on 
financial energy and commodity markets ’ ■ 
worldwide. 

Politicians, corporate executives and experts ' 
from the USA Europe. Japan and South 
America alongside key figures from Kuwait 
and toe Gulf will discuss and present their ■ 
views on toe following areas: 

Politics & Defence 
Finance & Investment 


For further information please 
telephone 0767 ftoOMZ 
or complete the coupon 
and return it to; 

Conference Connections (UKJ Ltd. 
Broom Hall. Broom. 

Bedfordshire SG 18 9ND 
D * wish to receive further 
information on THE FUTURE 
OF THE GULF: RISKS AND 
.OPPORTUNITIES 


I Company 


Address 


| Country 
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Every Audi is unique. Even cars of the same 
modef; Frave differences in equipm^rt and _ 
keeping track df thiem is vital. 'fiifMjWiSi ^ 
e^ijprnent^ differences are encoiffttamj • V.’* 
printed on adhesrw labefe wtiidi are then 
placed inskle the boot and iri tfte whWs ; 
service handbook. Any subsequ^rif f^aifs - 
or parts replacement are thus ifihd§ much 
easier.--." '' •.- - •' *••- " ■‘'.;.~- r '' ^ * - ' .. 
Tq make sum this system runs smoothly 
Audi uses lat& mademfy from Du Pont 
TWEKibecauseoftelrwnendous w^r 
resistance and ofeer exG^Jteal iproperties. > %,• 
Uteiyvaft KEyi^ys-^se inadeby,- . 

Du PoHt*ind is nostrangerto automotive 
mSntrfadurersl^t^^ aboutthe 
meritsof thishighstr^gth.low weight.fibre 
for y^rs- MEVLAH, fbrexample, is used to 
reinforc&c^nder-heaji^tets^ ^arid cooling 
system hoses in high-performance engines, 
it is ateo vri^ly used in br^te pads^ dutch 
linings apd tyres.; 
lie many strengths of Tyvefc. 

In developing 1YVEK Du Pont was able to •• •._• 
combine nrany of the best properties of • 
paper, fabric and film. This unique • ' 
spunbonded olefin material is extremely 
light yet strong and tear resistant TYVEK ' 
shrugs off water and most chemicals, V. 
resists puncturing; is, approved for contact : 
with foodstuffs^ and retains its remarkable 
properties down to - 70°C. ft is also highly 
printable, with a smooth, white surface ... 
that’s suifable for all processes including 
computer printers. TYVEK is easily recycled 
or disposal of, with no adverse environ- 
mental effects. 

Lost label... big problem. 

Labels that get tom, worn or waterlogged 
can’t be read - and an unreadable label is 
as useless as no label at all. For instance, 
whafs the point of urgently shipping spare 



The same advantages of strength and 
durability lend themselves to almost any 
application where the message must get 
through - display materials such as 
banners and posters, freight waybills and 
shipping documentation, ID cards and 
season tickets, wiring diagrams and 
instructional manuals... the list is almost 
endless. 






With T Wefc the way ahead is clear. 

PapeTroad maps, city plans and marine 
charts are great when they are new. But 
after a while they start to tear at the edges 
and fall apart at the folds... and if you get 
them wet they’re simply unreadable. 

But maps and charts printed on TYVEK are 
different; they can be folded and unfolded 
endlessly, and can’t soak up water (drop 
one overboard and it will not only float, it’ll 
stay completely readable). Even after years 
of use a map printed on TYVEK will still be 
pointing the way. 
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TYVEK for U& «*■ & * 


parts if no-one knows what they are? And 
chemicals that have lost d'ein^ent^ran 
be downright dangerous 
handled- It is because of the excepbonai ^ 

physical and chemical j^istenre rfWEK 

and the labelling integr^ it *£***? 
is specified by such leading companies as 

Citei-Seigy, 1C1 and Schenng. 
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This remarkable durability is why TYVEK is 
specified by many leading map makers, 
including Edison Cartographiques, 
Maritimes and Delfino Editrice, and why the 
yachtsman’s “Blue Book" of Mediterranean 
ports is printed on TYVEK 
Few things take more of a beating than 
children's books and games... and few 
materials can take the punishment better 
than TYVEK Which is why, for example, 
Ravensburg Games use it to extend the life 
of their products. 

Tyvsk delivers, safe and sound. 

When you send something by mail or 
courier you want it to arrive in the same 
condition as when it was sent 
Envelopes of TYVEK resist pilfering or 
accidental exposure of the contents through 
tearing, puncturing, bursting and abrasion. 
Add to these qualities their postage-saving 
light weight water resistance and high- 
quality appearance, and it is little wonder 
that they are the primary choice of many 
banks, insurance companies and legal 
firms. 

No surprise, either, that courier services 
such as Federal Express, and several 
postal authorities use envelopes of 
TYVEK for their important and urgent 
deliveries. 


Packed safely. 

TYVEICs special properties of strength, 
security, chemical and physical resistance 
and light weight offer many advantages to 
the packaging industry, its versatility is 
useful, too: TYVEK can be printed, diecut 
laminated, heat-sealed, bonded with 
adhesive and stitched. Its smooth surface is 
perfect for record and floppy disc sleeves, 
while its air permeability allows products to 
be gas sterilized, making it ideal for sterile 
packing applications. 

Long-lasting legibility plus people 
protection. 

Labels, envelopes and packaging are 
by no means the only uses for TYVEK 


TYVIK teeps valuable documents safe m rratun 

And TYVEK protects people, too. Wherever 
there are hazardous work situations such as 
asbestos removal, chemical clean-ups, 
crop or paint spraying, or hospital surgeries 
and high-tech clean rooms, protective 
clothing made of TYVEK is available for a 
wide variety of applications. 

Innovations from Du Pont 
KEVLAR, NOMEX* and TYVEK are produced 
by the Engineering Fiber Systems division of 
Du Pont which also developed TEFLON*, 
TYPAR*, CORDURA* and high-strength 
Nylon. From house and home to air and 
space, these products have opened up new 
perspectives in countless areas and 
applications. 

Du Pont is one of the world’s leading 
research-oriented companies, with 
39 production plants and laboratories in 
Europe alone. 


Du Pontde Nemours International SA 
Engineering Fiber Systems, P.0. Box 50, 
CH-1218 Geneva, Switzerland 

Du Pont Engineering Fiber Systems. 
Develop with us. 

*Du Font’s registered trademark 
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Cap Gemini Sogeti 

Making the parts contribute 
to the sum of the whole 

With a burst of 20 acquisitions behind it, the French computer services group is 
reassessing its structure. William Dawkins reports 

A ll too often, com- are. They also start to become CGS secretary general. These accounting rules across 
panies in fast-devei- integrated across Europe. We values are communicated sidla ri es - so that the 
oping sectors fail to have to be able to act like through a busy seminar pro- speak the same financ 
adapt early enough to counterparts of our customers gramme. 50 meetings a year, mage - and has insiste 


A ll too often, com- 
panies in fast-devel- 
oping sectors fail to 
adapt early enough to 
customers’ changing require- 
ments in the way they organise 
themselves. 

By the time they do, it can 
be too late, with the result that 
a more flexible competitor 
sweeps in. Cap Gemini Sogeti 
(CGS). the leading French com- 
pany in the fast-changing and 
fragmented computer services 
industry, is keenly aware of 
this risk. It is thinking about 
bow to adjust right now. 

Grenoble-based CGS has 
spent more than FFr 5bn 
(£5 15m) on 20 acquisitions over 
the past six years, including its 
biggest ever. Hoskyns. tbe 
leading British computer ser- 
vices group, and SCS of West 
Germany last July. In the pro- 
cess, it has turned itself into 
Europe's largest computer ser- 
vices group by a long way, 
with a FFr 9bn turnover - 7 
per cent of the European mar- 
ket - and FFr 630m net profit 
forecast this year. 

Its nearly 20,000 staff make 
CGS more than twice the size 
of the nearest European com- 
petitor, the Franco-British 
Serna group. With its new size 
and international scope, CGS is 
now undergoing an internal 
review of where to go next. 

The question is whether the 
highly decentralised style of 
organisation that successfully 
brought it this far is the right 
one to take CGS through the 
1990s. What lies behind tbe 
answer - that CGS would 
probably do well to co-ordinate 
more of its activities centrally 
- is important to any business 
which has customers working 
increasingly across European 
borders. 

Philippe Gluntz, the CGS 
director leading the European 
re-think, puts the problem with 
engaging simplicity: “We are 
not so very different from any 
group of fairly independent 
businesses that sell what they 
make and make what they selL 
“But at some point your cus- 
tomers start wanting to get the 
same service from the same 
organisation wherever they 


are. They also start to become 
integrated across Europe. We 
have to be able to act like 
counterparts of our customers 
and commit the whole group to 
one contract.” 

He is well equipped to under- 
stand the practical challenges 
of transforming a European 
group from a collection of 
national units into a more co- 
ordinated organisation. 

For Gluntz. 50. has been 
through exactly the same pro- 
cess at G6n€rale de Services 
Informatiques, a mechum-slzed 
French software group of 
which he was deputy manag- 
ing director until 19S6. and 
more recently at Alcatel, 
Europe's largest telecommuni- 
cations equipment producer. It 
was from Alcatel that Serge 


CGS secretary general. These 
values are communicated 
through a busy seminar pro- 
gramme. 50 meetings a year, 
taking in 500 managers. 

CGS is about to extend this 
by creating a training centre, 
christened CGS University, in 
a castle in the wooded country- 
side south of Paris. “It will be 
our own space where we can 
spread our own values, which 
are not French, but CGS.” says 
Berty. 

The main practical point in 
CGS’s business code is that no 
subsidiary can collect commis- 
sion income on computer 
equipment purchases clients 
make on its advice. This policy 
is designed to present CGS 
advice as independent of any 
manufacturer. 


The question is whether the highly 
decentralised style of organisation that 
successfully brought it this far is the right 
one to take CGS through the 1990s 


Kampf, CGS’s founder, head- 
hunted him last July, driven 
by a feeling that the European 
single market would change 
CGS’s business in a way that 
he could not yet define. 

“The move away from being 
only a group of domestic com- 
panies is a major one. It takes 
time and diplomacy . . . Our 
branch managers are in charge 
of quasi-independent compa- 
nies. almost as if they were 
their own employers. Now they 
will have to coordinate even 
more with the rest of the 
group," Gluntz adds. 

Operating from a very small 
head office, CGS has so far 
used the lightest possible con- 
trols to handle the affairs of its 
28 autonomously managed sub- 
sidiaries in 14 countries. These 
controls consist mainly of a 
short list of common values 
and practices, which usually 
apply without serious prob- 
lems because CGS only makes 
agreed takeovers. 

“Because our staff are our 
only real assets, a hostile take- 
over would make no sense to 
us,” explains Michel Berty. 


A growing number of com- 
puter makers, led by IBM, is 
expanding into computer ser- 
vices to counteract the pres- 
sure on margins suffered by 
equipment sales. Even so, new 
CGS acquisitions have some- 
times found it hard to throw 
away what had been a valuable 
source of income, says Berty. 

On top of that, the group 
insists on no division between 
sales and production, a split 
which Berty argues is only 
suitable for industrial compa- 
nies. “We don't really have 
identifiable products, so there 
is no point in this division. 
Customers like to speak to peo- 
ple who are fully responsible 
for sales and production," he 
says. 

The staff of SCS, the recent 
German acquisition, are even 
now having to learn to take 
responsibility for both func- 
tions for the first time in their 
lives. “It’s a revelation lor 
them. They are reacting very 
positively." claims Alain 
Lemaire. chairman of Cap 
Gemini's European division. 

The group uses harmonised 


accounting rules across its sub- 
sidiaries - so that they each 
speak same finnnriai lan- 
guage - and has insisted since 
1986 that all major internal 
meetings must be in English. 

The other main ingredient In 
what Berty calls the company 
“cement” is a very simple hier- 
archy. There are only four lev- 
els of responsibility, from the 
branch director - typically In 
charge of 50 to 60 staff - 
through the divisional, then 
regional, up to group director. 

This makPB vertical commu- 
nications easy, so that a 
branch director can get quick 
agreement to negotiate a con- 
tract that might be outside his 
normal limits, but means com- 
munications across branches 
are far more cumbersome. 

Typically, branches have 
taken responsibility for their 
geographical areas, within 
which individual staff might 
specialise in individual produc- 
ers’ systems. 

This has already started to 
change in favour of specialisa- 
tion by business sector, like 
banking or car production, as 
customers’ needs have 
changed. Apart from, their own 
growing internationalisation, 
customers have also grown 
more sophisticated. 

Traditionally, the bread and 
butter of CGS’s business was 
the provision of general techni- 
cal back-up for customers' data 
processing departments, which 
now represents more than half 
its workload and for which 
small generalised agencies are 
ideal. 

But the most profitable and 
fastest growing part of the 
business - now bringing in a 
third of orders - comes from 
companies that want CGS to 
design and set up a specific 
project, explains Lemaire. "For 
that, you need staff with a 
deep knowledge of the cus- 
tomer’s sector, which implies a 
larger agency." 

The European market, led by 
France, is moving faster this 
way than the US, where the 
typical CGS branch continues 
to offer a general service. Next 
is the Netherlands, where CGS 
last year reorganised six agen- 


LEGAL COLUMN 


After PR, firms tackle 
the need for marketing 


By Robert Rice, Legal Correspondent 


AFTER SURVIVING the 
attentions of the public rela- 
tions industry, law firms are 
now being told that they must 
market themselves and their 
services. The message is stark: 
those which do will survive 
and prosper; those which do 
not will wither and may well 
die. 

The need for an effective 
marketing strategy is even 
more essential during a period 
of recession, they are told, and 
it applies right across the pro- 
fession from the very small to 
the very largest firms. 

That is all very confusing, 
especially for those firms 
which thought that was pre- 
cisely what they were doing by 
hiring PR consultants. 

It is also largely discounted 
by the top commercial law 
firms. Some of those now 
employ full-time marketing 
professionals, but most of them 
nevertheless continue to adopt 
the view that their reputations 
and the quality of their work 
speak for themselves. 

Even in times of recession, 
when, for example, there is less 
mergers-and-acqnisitions work 
about, many of them remain of 
the view that they are safe 
from the full effects of any eco- 
nomic downturn because his- 
torically when the market for 
legal services contracts, busi- 
ness Dows to the top. 

Mr John Grieves, senior part- 
ner of Freshfields, for example, 
refers to this phenomenon as 
the “flight to quality”. He does 
not pretend that law firms are 
immune from recessionary 
pressures, but the extent to 
which they are affected will 
depend very much on the mix 
of their practices, he says. In 
the present downturn some 
firms (D. J. Freeman & Co, 
Richards Butler, McKenna & 
Co) have already taken the 
decision to lay off lawyers in 
their commercial property 
departments. 

Some of that may mean 
firms need to market their ser- 
vices. he concedes. The quality 
of the firm’s work remains the 
surest way of attracting busi- 
ness, “but you've also got to 
make people aware of what 
you have to offer, particularly 
if you go into new areas of 
work altogether". 

Taking just one element of 
the typical marketing mix - 
price - can we expect to see 
the top commercial firms com- 
peting? 


Historically, Mr Grieves 
says, senior law firms have 
always competed on perfor- 
mance and the quality of their 
service. At the top end. that 
will continue because what 
people really want is value, 
and if you are perceived as giv- 
ing value they are prepared to 
pay for it. he says. 

In other words, no. But, 
given that you might expect to 
get the same answer from any 
of the top law firms, how are 
potential clients to differenti- 
ate between what Freshfields 
has to offer and, say, what 
Slaughter and May has to 
offer? 


The firms that 
thrive . . . will 
be those which 
market themselves 
properly 


It is very difficult for the top 
firms to differentiate them- 
selves, he says. They may have 
strengths in different areas, 
but unless a firm is doing 
something quite noticeably dif- 
ferent (in Freshfields’ case its 
European strategy is certainly 
different from that being fol- 
lowed by Slaughters and Link- 
la ters at the moment), then it 
comes down to people. 

In other words, a firm’s cul- 
ture is what will distinguish it 
from another. Again, that is an 
argument you would expect to 
hear from any of the top firms. 
That does not make it any less 
valid, but, as any marketing 
professional will tell you. it is 
extremely difficult to sell cul- 
ture as a positive point of dif- 
ferentiation. 

Why is it that law firms do 
not compete on price or adapt 
pricing strategies except In 
such areas as conveyancing? 

There is no doubt that what 
clients are looking for in legal 
services is value and that they 
are prepared to pay for the best 
advice available. Yet It Is a fair 
bet that businesses would not 
min d paying less for tbat value 
if they could get it for less. 

Why is it that, give or take a 
pound or two, directly compet- 
ing law firms of comparable 
size and standing have the 
same hourly charging rates in 
each of the different areas of 


work they undertake? To the 
outsider, that must look suspi- 
ciously as if there is a cosy 
little price-fixing cartel in oper- 
ation. 

It is a shame that the Law 
Society’s governing council has 
just narrowly rejected a profes- 
sional standards rule that 
would have made it compul- 
sory for solicitors either to dis- 
close their charging rates to 
clients in advance of a taking 
on a case, or to quote a fixed 
fee for the work. 

Some firms already follow 
such a practice. Enabling cli- 
ents as a matter of course to 
compare prices would surely 
inject a greater measure of 
competition into the provision 
of legal services, which could 
only be beneficial for the con- 
sumer in the long run and ulti- 
mately therefore for the profes- 
sion itself. 

Perhaps the time has come 
for the Office of Fair Trading 
to take a long, hard look at 
solicitors' fees and charging 
practices. 

Most firms are by now aware 
that there is more to market- 
ing than raising the firm’s pro- 
file through seminars, bro- 
chures. press coverage, l unche s 
and general hospitality. 

There is still considerable 
ignorance among solicitors 
about precisely how to go 
about giving potential clients 
reasons to choose their firm 
rather than a competitor’s. It is 
ail very well to talk about the 
need for law firms to market 
themselves, but what precisely 
does that involve? 

Mr Conrad Free, whose P. 
FOUR marketing consultancy 
has in its first year pulled in 
an impressive list of blue-chip 
clients, including IBM. Bar- 
clays. Prudential and the 
Department of Trade and 
Industry, not unnaturally 
advocates that lawyers need 
the help of outside marketing 
professionals. 

Overcoming the temptation 
to dismiss that out of hand on 
the basis that “he would, 
wouldn't he”, it is clear that he 
is right. 

Employing foil-time market- 
ing professionals and develop- 
ing a sophisticated marketing 
operation of its own is not a 
viable proposition for most law 
firms. 

On the other hand, it would 
be folly for most lawyers 
armed with just a little know- 
ledge of what Is involved to set 


about developing a marketing 
strategy on their own. 

It is not hard to believe Mr 
Free when he says it is 
extremely unusual to find a 
lawyer who can define market- 
ing even at its simplest leveL 
Yet why should they be able 
to? Lawyers are experts in the 
law. How many marketing 
experts could explain the dif- 
ference between leasehold and 
commonhold? 

There is a serious point in 
this, however, in that, at many 
firms, there may well be inter- 
nal res i stance among partners 
to the idea of someone who is 
not a lawyer (and by inference, 
someone who knows nothing 
about the way the legal profes- 
sion works), coming in and 
telling solicitors what services 
they should be selling to which 
clients. 

Mr Free’s answer to that is 
that good strategic marketing 
is the foundation of all success- 
ful businesses. 

What, then, can marketing 
consultants do for law firms? 
They will carry out research 
and analysis of the firm’s mar- 
ket for its services and make a 
detailed assessment of client 
needs. They can identify the 
strengths and weaknesses of 
competitors; ascertain whether 
the current range of services 
offered by a firm matches cli- 
ent requirements; identify 
future treads in the market for 
legal services; draw up a stra- 
tegic marketing plan to meet 
specific goals: and help to 
implement that both internally 
and externally. 

Mr Free entirely endorses 
tbe view that the law firms 
that thrive during the 1990s 
will be those which market 
themselves properly. The mar- 
ket for legal services is chang- 
ing all the time, he says, and 
firms that fail to change with it 
will fall behind. 

He rejects the suggestion 
that the legal profession is in 
danger of abandoning its pro- 
fessional standards and of 
becoming just another busi- 
ness. A profession must be 
profitable, and the only way to 
achieve that is to adopt a com- 
mercially minded approach to 
the practice of law. 

Ultimately, he says, if the 
profession does become more 
commercially minded the con- 
sumer of legal services will get 
better value for money. Why? 
Because price will come into 
the equation. 



The paradox of 
free markets 


Charles Leadbeater on corporate alliances 

T he collapse of Comma- on product development is 
tHoti has been heralded hedge against paying “J 
as the historic triumph wrong price for mfonnatioi 


“At some point CGS customers start wanting the same 
service from Ihe same organisation wherever they are" 


ties along sector lines, replac- 
ing the old geographical parti- 
tion. (This incidentally paral- 
lels the reorganisation IBM 
announced for its European 
b usines s e s in July.) 

What remains for CGS is the 
challenge of how better to 
tackle projects beyond the 
scope of Individual branches or 
even co untr ies, like the rede- 
sign of the global data net- 
works of several US and UK oil 
companies and the computer 
system for a US car maker’s 
European distribution net- 
work. to take two recent CGS 
contracts. 

Until a year ago, such pro- 
jects were dealt with case by 
case between branches and 
head office. They are now han- 
dled by a new central organisa- 
tion, Cap Gemini In ta fliniHniiiil 
Support Group, which also 
embraces gr o up research and 
development “It is one way of 
doing it, but it is not the only 
solution," says Gluntz. 

Other options include com- 
plete reorganisation into busi- 
ness sector, or simply greater 
head office co-ordination. 


<tiuntz already Had time 
to interview most of the top 
management plus a representa- 
tive cross-section of branch 
managers since his arrival — 
and the initial response is 
broadly positive. “People feel 
the need to introduce a new 
type of organisation." he says. 
“But they are afraid that tt 
might hamper the crucial fac- 
tor for success," by which he 
m eans the dec en tralised style 
under which Cap Gemini’s 
independently-minded boffins 
have so for flourished. 

It is a supremely sensitive 
job; and Gluntz has a lot more 
research to do before he tables 
plans for the as yet undefined 
organisation changes which 
Cap Gemini expects may come 
out of this process in the next 
one to two years. 

Above all, Gluntz wants to 
protect the autonomy that is so 
precious to Cap Gemini’s sub- 
sidiaries. “It is not immedi- 
ately urgent," he says. “Bat in 
the longer term, it is a ques- 
tion of making sore that we do 
not leave an important part of 
our market out of reach.” 


T he collapse of Commu- 
nism Ium been heralded 
as the historic triumph 
of markets over planning. Yet 
as finance ministers In . eastern 
Europe have rushed towards 
market reform to solve their 
countries’ economic difficul- 
ties. senior executives In lead- 
ing capitalist companies have 
arguably been heading away 
from the market 
For In the last decade capi- 
talism has gone through its 
own upheavals, albeit for less 
dramatic and apocalyptic than 
events in eastern Europe. One 
of the main developments 
been the growth in alliances 
between companies. 

Alliances are often loose 
arrangements between compa- 
nies, set up most often to trade 
information about technology 
and markets. An alliance is 
not governed by the kind of 
planning which runs the inter- 
nal affairs of large companies. 
The allies are independent 
partners. Bat equally alliances 
are not governed by market 
transactions, in which a price 
is paid for a quantifiable par- 
cel of technology or marketing 
expertise. 

Alliances stand between 
markets and planning as a 
way of co-ordinating the activ- 
ities of companies. Indeed as a 
recent paper by Ashoka Mody, 
an economist at the World 
Bank, shows, alliances are in 
part a response to the limits of 
both markets and planning . 

The paper argues that infor- 
mation about technology and 
markets Is becoming more 
important in the way compa- 
nies compete. This is largely 
because of the quickening pace 
of development in technologies 
and products. Companies can- 
not get all the information 
they need from within their 
own planned organisations. So 
they have to go outride to get 

However, as with many 
intangibles, the market for 
information is very under-de- 
veloped. It Is not easy to pur- 
chase the sort of Information 
companies require to develop a 
new product It is very diffi- 
cult to put a price an the value 
of Information particularly 
when it Is going into a new 
produ ct with an uncertain 
return. 

An alliance In which two 
companies share information 


on product development is a 
hedge against paying the 
wrong price for mfonnation- 
Companies form alliances to 
get the sort of expertise and 
information required, without 
risking paying too much for 
infor mation which eventually 
turns out to be worthless, or 
demanding too little for infor- 
mation which turns out to 
have great potentiaL 

As the relationship is not 
governed by an exchange of a 
smn of money for a service, 
the have- to rely upon 

barter and negotiation to 
m«l«» their allia nce work. 

Alliances to trade informa- 
tion are going to become more 
important as companies grap- 
ple with the uncertainty of 
product development. In seek- 
ing to accelerate it in order to 
launch new products more fre- 
quently, companies are 
attempting to minimise their 
dependence on mature prod- 
ucts with low returns. 

However, uncertainty is at 
its height around the introduc- 
tion of a new product So to be 
successful companies have 
almost to court extreme uncer- 
tainty. In an attempt to min- 
imise this uncertainty they 
have to draw on a wider range 
of resources, particularly 
infm-m ati mi , than is available 
within their own company. 

As niHvnwwt are one way of 
reducing uncertainty they are 
becoming more common. Suc- 
cessful companies will have to 
rely more upon alliances, non- 
market mechanisms, to coor- 
dinate their activities. 

The condnsfam for govern- 
ment industrial policy is that 
networks of alliances should 
he encouraged because they 
promote the diffusion of infor- 
mation, allow a single com- 
pany a wider range of options 
to choose from in terms of 
technology or marketing and 
thereby increase the efficiency 
of the economy as a whole. 

That recommendation that 
non-market mechanisms will 
be essential to the develop- 
ment of the loading industria- 
lised economies will seem 
rather odd to economists in 
eastern Europe who now 
believe the more liberalised 
the market, the . more efficient 
the economy. 

Learning through alliances. 
World Bank. 1818 H Street NW. 
Washington DC 20433. 


Much the same as us no doubt. 

Weekend FT’s Norma Cohen found that 
Harrow, Rugby and Marlborough were 
marked 0 out of 10 by head teachers ra nkin g 
the top independent schools - the list was a 
real eye-opener. Barbara Conway helped 
small businesses cut through the jargon and 

What did you 
get up to 
this Weekend? 

techno-fear of choosing a computer. Nick 
Garnett met the communist turned capitalist 
who’s tarnished his reputation as “the most 
dangerous man in Britain”. . Daniel Green, 
discovered amazing country walks just 10 
minutes from the hub and hubbub of Hong 
Kong. Edmund Penning-Rowsell enjoyed 

one of the world’s rarest white wines... and 

. >- ■ •• 

so it went on. 

If your Weekend was a little less 
colourful, pick up a copy of the Weekend FT 
next Saturday and join us. 

Weekend FT 
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IN A WORLD OF 
CONSTANT CHANGE, 
THERE’S ONE THING YOU 
CAN DEPEND ON. 


In today’s uncertain economic 
and political world, asset preservation 
and capital . . growth are a natural 


concern. 


So take a moment to consider 
how Chase’s PrivateBan king service 
can put your mind at rest. • 

Unlike < smaller banks, Chase 
offers you a . truly international 



THE SERVICE WE PROVIDE 
OUR PRIVATE BANKING 
CLIENTS. 


global equity markets, foreign exchange 
rates, and changing tax and regulatory 
environments, and so help you take 
advantage of every opportunity 
that arises. 

You’ll also be reassured to learn 
that being global hasn’t stopped us 
being personal. 

Each of our private clients receives 


capability - essential to successful wealth management 
today - together with the financial strength of our 
$11 billion capital base. 

The Chase PrivateB anking International branches 
in London, Geneva, Jersey, Luxembourg and Bahrain are 
linked to our global network of offices in 55 countries, 

including 20 in Europe. 

This gives us the in-depth local understanding to 
successfully manage the uncertainties of fluctuating 




individual and personal attention to ensure the most 
thorough understanding of his or her particular banking 
needs, from portfolio management and hedging strategies to 
personal holding companies and investment trusts. 

All of which goes a long way to explain why the 
majority of our new PrivateBanking clients are 

recommended by our existing PrivateBanking clients. 

After all, in a constantly changing world, it’s more than 
just peace of mind you’re looking for. 



CREATING OPPORTUNITIES OUT OF CHANGE. 


KSHS Teh 506 1011 COPENHAGEN Teh 155500 QUBUN fefc fflANKWT/MAffl %t 25 45 0 GENEVA TeT 787 W ISTANBUL M 1?5 12 SO USBON fet 52095 LONDON fet 720 5000 LUXEMBOURG U 462605? MADRID fet 411 6223 

AMSTERDAM 255644 ATHENS let 324 2511 BRLBS^^ MILAN Tflfc 889510 MONTE CARLO Tel: 257272 OSUJTeh 420633 PARIS Teh 40 1? 13 00 ST HEUER Teh 25561 STOCKHOLM Tet 145400 VIENNA Teh 51589 ZURICH Tat 206601 

_ , u * . mniAef ni nffiO and ISA. The rules and regutotiHS trade under the financial Sennas Ad for Ihe protection oflnvestffls may not apply to investment business conducted at of Iran si office outside the UK. Tlie value o! investments may taH as wed as rise. 

I m tfs UK by The Chase Manhattan Ban* n ah™ 
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THE WEEK AHEAD 


ECONOMICS 


Leadership row puts focus on UK 


THE attention of financial 
markets will focus on Britain 
this week, not because of the 
economic releases that are due, 
but because of the leadership 
election in the ruling Conser- 
vative party. 

Shortly after 6 o'clock tomor- 
row, the world will know 
whether Mrs Margaret 
Thatcher has beaten off the 
challenge of Mr Michael 
Heseltine. The alternatives are 
a new prime minister after lift 
years of the Iron Lady in Num- 
ber 10 Downing Street or a fur- 
ther ballot in the leadership 
contest 

Today the government is 
expected to provide the first 
comprehensive official Indica- 
tion that economic output in 
Britain is declining. 

The preliminary measure of 
gross domestic product is 
expected to show a l per cent 
decline in the third quarter 
compared with the second 
quarter, according to a consen- 
sus of analysts' forecasts com- 
piled by MMS International, 
the financial research com- 
pany. 

One quarter’s decline in GDP 
will not constitute a recession. 


UK GDP 


% change over previous year 
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For that, output, expenditure 
and income will have to fall in 
the present quarter as well. 
Moreover, third-quarter GDP Is 
still expected to fie 0.7 per 
cent up on the third quarter of 
1989. 

Another indication of 
Britain’s economic slowdown 
is due tomorrow with the pub- 
lication of the provisional 
money supply figures for Octo- 
ber. According to the MMS 
consensus, these are expected 
to show that growth of MO, the 


narrow measure of money sup- 
ply targeted by the Treasury, 
was an annua! 3.9 per cent and 
therefore well within the gov- 
ernment’s l to 5 per cent target 
range. 

On Thursday, Britain’s cur- 
rent account and visible trade 
figures for October will be pub- 
lished, with market expecta- 
tions pointing to deficits of one 
billion pounds in each cate- 
gory. 

The week is likely to be a 
fairly quiet elsewhere. 

In the US, October housing 
starts on Tuesday are the only 
important indicator due ahead 
of Thursday’s Thanksgiving 
Day holiday. 

On the continent, analysts 
will be looking at French trade 
and GDP figures on Friday to 
assess how badly the economy 
has been hit by the rise in oil 
prices since the Iraqi invasion 
of Kuwait 

Other statistics and events 
(with MMS consensus forecasts 
in brackets) include: 

Today: UK, third quarter man- 
ufacturers’ and distributors' 
stocks. France. September 
industrial production. Belgium, 
EC economic and finance min- 


isters meet in Brussels to dis- 
cuss abolition of fiscal fron- 
tiers and economic and mone- 
tary union. 

Tomorrow: US, October hous- 
ing starts (1.1m), October 
building permits. Japan, Octo- 
ber money supply (up 1L5 per 
cent), September personal 
Income and consumption 
expenditure. UK, Provisional 
October MO (up 0.1 per cent on 
month, 3.9 per cent on year), 
M4 (up 0.5 per cent and 14.4 per 
cent), M4 lending (£Obn). 
Wednesday: US, October 
Import and export price indi- 
ces. Canada, September inven- 
tories to shipments ratio 
(1.53:1), seasonally adjusted 
retail sales (up GJ2 per oent on 
month), unfilled orders (up 0.4 
per cent). 

Friday: US, October Treasury 
Budget, money supply for week 
to November 12, October bank 
credit and commercial and 
industrial loans. UK, October 
building society commitments 
CESbn). 

Expected daring the week: 
Germany, October M3, import 
prices. 

Peter Norman 


SCOTLAND 


The FT proposes to 
publish this survey on 
December 14th 1990. 
It will be of special 
interest to the 
thousands of the 
senior decision 
makers world wide 
who are regular 
readers of the FT. 

If you want to reach 
this important 
audience, call 
Kenneth Swan on 
031 220 1199 or fax 
on 031 220 1578 
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PARLIAMENTARY DIARY 


■ TODAY 

Commons: Northern Ireland 
(Emergency Provisions) Bill, 
2nd reading. 

Lords: National Heritage 
(Scotland) Bill, 2nd reading. 
Select committees: 
Environment - subject. 
Global Climate Change. 
Witnesses: Environment 
Department officials (Room 
21. 4.30 pm). 

Public accounts - subject, 
NHS patient transport 
Witness: Duncan Nichol, chief 
executive, NHS management 
executive (Room 16, 4.30pm). 
Treasury and Civil Service 
— subject the Autumn 
Statement Witnesses: 
Treasury officials (Room 8, 
4.30pm). 

■ TOMORROW 
Commons: Criminal Justice 
Bill, 2nd Reading. Debate on 
EC document on shipbuilding 
aid. 

Lords: New Roads and Street 
Works Bill, 2nd Reading. 

■ WEDNESDAY 
Common s: Opposition 
debates on the Scottish 


economy and on the textile 
industry. Motion on Statistics 
of Trade Act 1947 
(Amendment of Schedule) 
Order 1990. 

Lords: Debate on case for 
Increased investment in 
education. Gaming 
(Amendment) Bill, 2nd 
Reading. 

Select committees: 
Environment - subject 
Destruction of rain forests: 
global climate change. 
Witness: Rt Hon Chris Patten, 
MP, Environment Secretary 
(Room 15, 10.30am). 

Foreign affairs — subject. 
Southern Africa. Witnesses: 
British Council, BBC World 
Service, Committee of Vice 
Chancellors and Principals 
(Room 6, 10.30am). 
Agriculture - subject, 
Animals in transit Witnesses: 
Farm Animal Welfare Council, 
RSPCA, Council of Justice 
to Animals and Humane 
Slaughter Association, 
Universities Federation for 
Animal Welfare (Room 8, 
10.45am). 

Defence - subject. Multiple 
launch rocket system and the 


Phoenix remotely piloted 
vehicle. Witnesses: MoD 
officials (Room 16. 10.50am). 
Education, Science and Arts 

— subject. Scrutiny session. 
Witness: Rt Hon Kenneth 
Clarke, MP, Education 
Secretary (Grand Committee 
Room, Westminster Hall, 
4.1Spm). 

Treasury and Civil Service 

- subject, the Autumn 
Statement Witnesses: 
Treasury officials (Room 8, 
4.30pm). 

■ THURSDAY 
Commons: Disability Living 
Allowance and Disability 
Working Allowance Bill and 
the Armed Forces Bill. 2nd 
Readings. 

Lords: Debate on the report 
of the European Community’s 
committee on economic and 
monetary union and political 
union. 

■ FRIDAY 

Commons: Debate on the 
GATT Round of trade 
negotiations. 


UK COMPANIES 

TWO companies which have 
attracted the attentions of Sir 
James Goldsmith, the financier 
who cfaims to be retiring, are 
reporting this week. BAT 
Industries, the tobacco and 
financial services group, is 
announcing, on Wednesday, 
third quarter figures - the 
first set of numbers to exclude 
the demerged subsidiaries. 
Argos, the catalogue retailer, 
and Wiggins Teape Appleton, 
the paper maker. 

The fall in stock markets 
will have affected the invest 
meat returns of Eagle Star, 
BAT'S insurance subsidiary 


which has also suffered high 
underwriting losses. Currency 
moves wifi hit translation of 
overseas profits. There is a. 
range of forecasts from £95m to 
£ll5m for pre-tax profits, 
against £404m in the same 
quarter last year, adjusted to 
exclude Argos and Wiggins 
Teape Appleton and to take 
HCfr fwmt of fhe ph”rig »> to aver- 
age exchange rates. 

Wank a Hovls McDougall is 
the other company, and Sir 
James' Suxmingdale still holds 
around 27 per cent of the 
shares. KBM is reporting full 
year figures, for the period to 


end August, and warned at tile 
interim stage of a likely drop 
in profits. Estimates range 
around tiff?" 1 ' against £TftL5m. 

Analysts expect BAA, the 
former British Airports 
Authority to report profits of 
between £195m and £205m 
when the company announces 
I nterim results on Tuesday. 

The first half of the year Is 
likely to have been successful, 
but analysts will be waiting to 
hear what Sir John Egan, the 
new chief executive, says 
about the effect of the eco- 
nomic downturn on traffic vol- 
umes. Full year results are 


predicted at about ajgp. 

If British Gas is lucky in the 
hdf-JSrto the end ofSeptem- 
ber, it may report onThureday 
a profit of Just a few ndfiton 
pounds, perhaps as nuch as 
f ynw, or it could dip silgfatl) 
into the red. Full year pr^ts 
are earned mainly in the win- 
ter and could top ElJtbn. 

An increase in British Gas s 
interim dividend, however, 
could signal a more generous 
pay out far the entire year. The 
half-year results should also 
give clues as to the progress « 
British Gas's exploration and 
pr oductio n programme. 


UK COMPANIES 

■TODAY 

COMPANY MEETINGS: 
Kleinwort Development 
Fund, 20 Fenchuroh 
Street, E.C., 12.45 
London & Strathclyde 
TsL, Gartmore House, 
16-18 Monument Street, 
E.C., 2.30 

BOARD MEETINGS: 
Finals: 

Cosalt 
Diploma 
F & C Eurotrust 
Glasgow Inc. Trust 
MlHwall Hldgs. 

Interims: 

Alan Paul 
BAA 

Goldsmiths 
Harland (Simon) 
Merchant Retail 
Personal Assets Trust 

■ TOMORROW 

COMPANY MEETINGS: 
Everest Foods, 
Goldthom Hotel, 


Wolverhampton, 10.00 
BOARD MEETINGS: 
Finals: 

Ranks Hovis McOougaif 
Scantronic 
Whitbread & Co. 
I n terims: 

Babcock Inti. 

CML Micr o systems 
Caurtaulds 
Erskine House 
Fleming High Inc. Inv. 
Tat 

Grampian TV 
Hazelwood Foods 
JF Fledgeling Japan 
Marin Currie Euro. TsL 
Ritz Design 
Tie Rack 

Young & Go's Brewery 
M WEDNESDAY 
NOVEMBER 21 
COMPANY MEETINGS: 
High Point, The 
Westbury, Bond St, 
Mayfair, W., 11.30 
Thorntons, The 
Assembly Rooms, 


DIVIDEND & INTEREST PAYMENTS 


■TODAY 

Amdahl Corp. 2.5cts. 
Aon Corp- 38cts. 
Exchequer 9% Stk. 2002 
4.5pC. 

Haden MadLetlan 3p 
Helical Bar 2.4p 
■TOMORROW 
Exchequer 12% Stk. 
1998 6pc. 

Hydro-Quebec 123* % 
Debs. Sere. FJ 6.375pc. 
Security Pacific 63cts. 
Treasury 2*2% 
Index-Linked Stk. 2009 
El .9267 

■WEDNESDAY 
NOVEMBER 21 

Britannia Bldg. Society 
FRN 1994 £1905.64 
Christiania Bank OG 
Kredltkasse Senior Fitg- 
Rate Nts. 1995 $536.67 
Doeflex 1.32p 


English Natl. Inv. Dfti. 
2.55p 

Merrill Lynch 25cts. 

Sea Containers 35cts. 
Treasury 12^2 % Stk. 
2003/05 6_25pc. 
■THURSDAY 
NOVEMBER 22 
Bea uford 1.85p 
Blue Circle Inds. 3.75p 
Conversion 10*4% Stk. 
1996 5.125pc. 

Erith 1.3p 

European Inv. Bank 
103 b% Ln. Stic. 2004 
5.1875pc. 

New Zealand FHg. Rate 
Nts. 1997 £189.83 
Ocean Wilsons 0.5p 
Secure Trust 3p 
Standard Chartered 
Sub. Fttg. Rate Nts. 
1996 £190.30 
TSB Offshore Inv. Fund 


Derby, 11.30 
Whtrmey-Mackay Lewis, 
Asta House, 55-65 
Whitfield Street, W., 

3_30 

BOARD MEETINGS: 
Finals; 

Radio Clyde 

Shanl 

Interims: 

Amersham Inti. 

Bogod 

Brown Shipley . 
Forward 
Readicut 
Sketch ley 
Waddlngton (John) 
■THURSDAY 
NOVEMBER 22 
COMPANY MEETINGS: 
Cramp horn, Watermans 
Hall, St Mary-at-Hall, 
W., 11.00 

GaJIrford, Penns Hall 
Hotel, Penns Lane, 
Walmley, Sutton 
Coldfield, 12.15 
Synapse Computer 


Ptg. Red Prf. (Far 
Eastern Class) O.Sp 
Do. Ptg. Red Prf. 
(European Class) 1.46p 
Do. Ptg. Red Prf. (UK 
Equity Class) 3.7p . 
Do. Ptg. Red Prf. (Pan 
American Claes) 1 J2p 
Do. Ptg. Red Prf. (Inti. 
Bond Class) 3.2p 
Do. Ptg. Red Prf. (Inti. 
Equity Class) 0.5p 
Do. Ptg. Red Prf. (Gilt 
& Fxd InL Class). 3.8p 
Treasury 14% Stic 98/ 
2001 7 pc. 

Do. 212 % Index-Linked 
Cnv. Stk. 1999 £1 .8539 
Woolwich Bldg. Society 
Fitg. Rate Ln. Nts. 1995 
£381.23 
VD1DAY 
NOVEMBER 23 
Adwest 5.75p 


Services. Barrington 
House, Gresham Street, 
E.C., 12.15 

Treftord Park Estates, 
United Trading Estate, 
United RoeuL Old 
Trafford, Manchester, ' 
12.00 

BOARD MEETINGS: 
Finale: 

Ferry Pickering 
Govett Atlantic Inv. TsL 
Mori and 
Interims: 

Amber Jndl. 

British Gas 
Bulgin (AJ 7 .) 

City of London Props. 
Davy Corp. 

Portsmouth Water 
Powell Duffryn 
Rothmans- Inti. 

Scottish Asian TsL 
Volex 
■ FRIDAY 
NOVEMBER 23 
COMPANY MEETINGS: 
Ben BaHey . 


Amstrad ip 
Bostrom 2.5p 
Brent Chemicals Inti. 
16p 

Brewmaker Q.4p 
Central Independent TV 
7Sp 

Commerzbank O'seas 
Finance NV 11*2% Bds. 
1990 $513.69 
Coofcsbn 3p 
Cramphom 1.44p 
Derwent Valley 
2J5p 

Eaton Corp. 55cts. 
Gallilord 3L3p 
Laing (John) 3p 
Do. “A" NV 3p 
Lloyd Thompson 5 J2p 
National Westminster 
Bank Undated Var. Rate 
Nts. $220.55 

Nationwide Anglia Bldg. 
Society Btg. Rale Nts. 


Construction, Moat 
House, Mexborotigh, 

S. Yorks, 12-00 
Saco Hldgs., 116 Pall 
Mail, S.W.. 12.00 
GR Hldgs., Chartered 
Accountants Hall, 
Moorgate, 12.00 
Great Universal Stores, 
20 Aldermanbury, E.C., 
12 . 00 . 

Lyles (S.). Wakefield 
Post House Hotel, 
Queens Drive, Ossett, 
12-00 

BOARD MEETINGS: 
Final*: 

Regina Health & Beauty 
Interim*: 

Black Arrow 
Property Partnership 
TR Property Inv. TsL 

Company meetings are 
annual genera/ 
meetings unless 
otherwise stated. 


1993 £378.87 
Refuge B.2Sp 
Rugby 2-85p 
S & U Stores 2p 
Stag Furniture 2p 
Sunderland (Borough 
of) 113*% Red Stk. 2008 
5.875pc. . . 

Sykes-Pickavant 2 J25p 
Synapse Computer 
Serve 3-375p 
Thorpe (F.W.) 5p 
Throgmorton Dual TsL - 
«P 

Treasury 133*% Ln. 

1993 6.875pc. 

■SATURDAY 
NOVEMBER 24 

Iceland Frozen Foods 
2.3p 


TRADE FAIRS, EXHIBITIONS & CONFERENCES 


CONFERENCES 


NOVEMBER 21,22 & 23 
Capital Markets Workshops 
Price Waterhouse Training Centre. 
London 

Enquiries: Financial Tunes 
Continence Organisation 
TeL- 07 1-925 2323 
Fax:071-925 2125 


LONDON 

NOVEMBER 26-28 

Tools and Techniques For 
Implementing Environmental 
Auditing Conference - With Air and 
Water Quality Auditing Workshops. 
Sachas Hotel, Manchester. Contact: 
Customer Services Manager. Industrial 
Conferences Division, OR Ltd. 

Tel: 071-412 0142 
Fax:071-4120144 

MANCHESTER 


DECEMBER 3 

A Day with Tom Peters. Life 
Without Hierarchy: The New 
Business Logic at Work. 

A top management briefing on 
creating competitive orga n isat i ons in 
today's business environment. Royal 
Lancaster Hotel. Contact: Savina 
Pu&ich. Economist Conference Unit. 
071-976 6565. LONDON 


DECEMBER 5 
International Pay Policies 
Conference. 

Gloucester Hotel, SW7. Speakers 
from CBI, TUC, NEDO, ILO. PW 
and LSE. £175 + VAT. Public 
Finance Foundation 071 895 8823 
Ext. 239/225 

LONDON 


DECEMBER 3-4 

The future ofthe Gulf: Risks and 
Opportunities. Hyde Park Hotel, 
London SW1. 


DECEMBER 7 

Telecommunications Tariffs. Billing 
& Charging 

Impact of the duopoly review on 
•Contact: Kale WiOimuon. Ctnference pricing and the practicalities of 
Ctmcaio M. (UK)L»d analysis and budgeting. Key speaker 

from Ofiel, operators, and consultants. 
Gloucester Hotel. London W7 
Enquiries: CommEd 071-733 0226 
Fox: 071 733 0226 

LONDON 


Tel: 0767 600662 


LONDON 


NOVEMBER 28 

CORPORATION & THE 

ENVIRONMENT 

London Hilton oo Park Lone. In-depth 

analysis of new legislation, liabilities 

and essential preparations to be made 

by corporations and their advisers. 

Contact: Euro Seminars Ltd., 

Tel: 07 [-408 1923 
Fax:071-495 1495 

LONDON 


NOVEMBER 28 

Successful Growth through 
Acquisition 

One day conference at Effingham 
Park, Copthame. West Sussex 
jointly organised by Price 
Waterhouse and Rawlison and 
Butler £75 + VAT 
Contact.- Sieve Crosby. Price 
Waterhouse. 0737 766300 

W. SUSSEX 


NOVEMBER 28 & 29 

Petrochemicals in Europe - The New 
Scenario. Hotel InterContinental. 
London 

Enquiries: Financial Times 
Conference Organisation 
Tel: 07 1 -925 2323 
Fax: 07 1 -925 2125 

LONDON 


NOVEMBER 29-30 
U.K. & CONTINENTAL 
PROPERTY JOINT VENTURES 
London Tara Hotel, Kensington 
Thorough review of the fine paints of 
property joint venture documentation, 
taxation and finance plus Anglo - 
French PJV Workshop. Comma: Euro 
Seminars Ltd.. 

Tel: 071-408 1923 Fax: 071 -495 1495 
LONDON 


DECEMBER 3-4 

Energy And the New Europe: 
the Global Dimension. The 5th 
International Energy Conference, 
convened by the Royal Institute of 
International Affairs. BIEE, and 
[he IAEE Chatham House, 

Contact: RHA Conferences 

TeL 07 1-930 2233 

Fax: 07 1 -839 3593 LONDON 

DECEMBER 3-4 
Achieving Excellence 
Through Continuous 
Improvement 

The Gloucester Hotel. London SW7 
Contact- Customer Services 
Manager. Industrial Conferences 
Division, UR Ltd. 

Tel: 071-412 0142 
Fax:071-412 0144 

LONDON 

DECEMBER 3-5 

Cross Training Within the 
Maintenance Function 
National Motorcycle Museum. 

Solihull. Contact Customer 
Services Manager. HR Ltd. 

Tel: 071-412 0142 
Fax:071-412 0144 

SOLIHULL, W. MIPS 

DECEMBER 4 

National Business Cultures within the 
Single European Market. 

A topical one day con f e renc e for 
directors, partners, business 
development & export managers, 
personnel directors & muugcn. within 
companies doing business in Europe. 
The difference between success and 
failure lies in undemanding and 
bcnc fining from national business 
culture*. New Coonanghi Rooms. Call 
Centaur Conferences 07 1 -434 37 1 1 . 

LONDON 


DECEMBER 10 
/JANUARY 22 

Update oo EC and UK Packaging 
LegHlathm/Crad le-to-Gra ve 
Analysis Oo Your Packaging. 
Kensington Palace Hotel, 
Londan/Post House Hotel. Heathrow. 
Contact: Customer Services Manager. 
HR Lid. Tel: 071-4120142 Fax: 071- 
412 0144 

LONDON /HEATHROW 

DECEMBER 21 

ACQUIRING IN ITALY. Le 
Meridian Hotel, Piccadilly. London 
Wl. 

A comprehensive guide to the Italian 
M & A scene. Sponsored by 
Financier?; Indosuez. Coopers & 

Ly brand Europe and Manufacturers 
Hanover. Cantacc FI BEX 
Tel: 07 1-489 9944 
Fax:071-236 6140 LONDON 


JANUARY 16 1991 

Neural Technology - the 
Technology that will change the 
face of computation in business 
and industry. 

Queen Elizabeth IT Conference 
Centre. London 
IOP Conferences. 

Contact: Tilly Quanjer 
Tel: 0272 29748 1 ext 225 
Fax: 0272 294318 
LONDON 

JANUARY 16-17 

Understanding International 
Currency Mechanisms. 

The Cafe Royal, London 
Contact: Samir Gardner, Business 
Research International, on 
071-637 4383 

LONDON 

JANUARY 17-18 

Effective Warehousing - Maximising 
Efficiency, Minimising Cost and 
Transport Solutions for Improved 
Cost and Efficiency. 

Copthome Hotel, Birmingham. 
Contact: Customer Services Manager, 
Industrial Conferences Division, HR 
Ltd. 

Tel: 071-4120142, Fax: 071 412 0144 
BIRMINGHAM 


JANUARY 29 
WINNING THE PLASTIC CARD 
GAME. Survival Strategies for 
the 1990's 

The Cafe Royal London Wl Contact: 
Victoria Garvin 1BC Lid 
Tel: 071 -637 4383 

LONDON 


FEBRUARY 11-12 
In termtional Government Bonds * 
4th Annual Conference. 

The Kensington Close HoicL London. 
Contact Louise Warde-Huaer, 
Business Research International, on 
071-6374383 

LONDON 


JANUARY 8-9 


JANUARY 31 
PERSONNEL ON THE 

The Joint Challenge For Unions and e^Ual skills for human resource 
Mwigement - managing change In including 

TS*** ,*r . performance appraisal, are examined 

rmu-H-i- r..Z "wkshops. Queen 


Contact: Customer Services manager. 
Industrial Conferences Division. 

UR Ltd Tel: 071- 412 0142. 

Fax: 07 1 4120144 

LONDON 

JANUARY 14 1991 

The New Maps of Europe 
Convened by The Royal Institute of 
International Affairs and 
Economists Advisory Croup. 
Chatham House. 10 St James's 
Square. London SW1Y 4LE. 
Enquiries R1LA Conferences: 

TeL071 930 2233 Fax: 071 839 3593 
LONDON 


Elizabeth II Conference Centre, 
SWI. Contact: Personnel Today 
Workshop 'SI on: 081-979 9232. Fax 
081-941 7707 

LONDON 

JANUARY 31- 
FEBRUARY 1 

ICL CONFERENCE 

Where Is ICL today and what is its 

future? 

Cafe Royal. Regent St London. 
Contact Lucinda Tosh, 1BC 
Technical Services Ltd. 

071-236 4080 

LONDON 


FEBRUARY 12-13 
Practical Perfor m ance 
Meas u rement For Manufacturers. 
Contact: Customer Services 
Manager. Industrial Conference 
Division. DR Ltd. 

TeL 071-412 0142 
Fax: 071 412 0144 

BIRMINGHAM 


OVERSEAS 


NOVEMBER 26 & 27 

European Business Forum 
Business in Central and Eastern 
Europe. Grand Hotel. Rome 
Enquiries: Financial Tunes 
Conference Organisation 
TeL 071-925 2323 
Fax:071-925 2125 
ROME 

DECEMBER 11 & 12 

The Future of Digital CeRular 
Mobite Radio. International survey 
on managing the change and 
the oppominiies presented 
by leading ream of international 
experts. Maison de la ChunteJPARIS 
Con tad: CommEd (UK) 

TeL 071 733 0226 Fax 071 733 0226 
Artis Communications (Pans) 

TeL 010 33 143 31 4704 Fax + 33 143 
31 4821 

PARIS 

FEBRUARY 13 & 14 
Global Custody - Strategic issues 
for clients and custodians and 
International Securities 
Settlements - Maximising the 
potential of your portfolio. 

Hotel Akura. Amsterdam 

Contact: Victoria Garvin, IBC. 


TeL 071-637 4383 


AMSTERDAM 


OVERSEAS EXHIBITIONS 


JANUARY 17-24 
’ , Coasumexpo-9I n 
Break into the world's largest growth 
marker by a tten d i n g the 3rd 
international consumer goods 
exhibition in Moscow. Financially 
supported by the DTI and sponsored 
by the British-Soviet Chamber of 
Conunexce. Call BRKZOM on 071-434 
2868 for further information. 

MOSCOW 


To advertise in this section please telephone Mark Hall-Smith 071-873 3580 


CONSTRUCTION CONTRACTS 

Petersfield bypass Rafl project 


A major roadbafiding contract 
brings the value of new pro- 
jects awarded to TARMAC 
CONSTRUCTION to about 
£62m- 

In Hampshire the company 
has a £35.8m contract from the 
Department of Transport for 
building a section of the A3, 
bypassing Uphook and Peters- 
field. 

It involves building 12.5 
miles of dual two-lane carriage- 
way between Bramshott Com- 
mon, to the north of Iipbook, 
and Butser H3U, to the south, of 
Petersfield. Work is scheduled 
for completion by the autumn 
of 1892. 

At Heathrow the company 
has a £3J>m contract for exten- 
sions to form a British Airways 
club lounge, and at Telford, 
Shropshire, a £3m design and 
build contract is for fitting out 


a supermarket for Tesco, 
which is currently being built 
by the company. 

Other projects include alter- 
ations to premises in Notting- 
ham, to form a casino for 
Stakls (£1.8m); refurbishing 
premises in Glasgow for. Scot- 
tish Power (£L3m); building 
four factory units at BBrwann, 
Mid-Glamorgan, for the- Welsh 
Development Agency (£1.3m); 
and designing and carrying out 
alterations to a warehouse at 
Samleshury, Preston for Whit- 
bread (£L2m). 

Other contracts received are 
for designing . and building a 
nrrlt ^nri at DunfisXD- 

hne, for Sharing Weighbridge 
Group (£900,000); demolition 
work, foundations and roof on 
premises at Middleton, near 
Manchester, for Nestle 
(£344,000). 


Access to Docklands 


A £32m contract to construct 
the 1km dual carriageway East 
India Dock tnwnni gramm e »nd 
associated Prestons Road fly- 
over, has been awarded to 
EDMUND NUTT ALL, by the 
London Docklands Develop- 
ment Corporation, (L DDQ. 

Work on the scheme, which 
will provide a new eastern 
access to the Isle of Dos and 
continue to a high-level con- 
nection to the Poplar link 
(Aspen Way), is expected to 
start within a month, with 
completion scheduled for early 
1893. 

At its eastern end, the 
scheme will connect with the 
Canning Town flyover. Associ- 
ated improvement work to cre- 
ate an additional section for 
the flyover Is doe to begin in 


1894. 

thin work is complete, 

traffic from the Este of Dogs 
will emerge in the centre of the 
new structure, providing a 
free-flow connection at this 
paint between the 4sle of Dogs 
and the AlS. 

Towards the Isle of Dogs 
from Canning Town,, the read 
will descend in a "cut and 
covert tunnel under the East 
India Dock development site. It 
will surface near the former 
south quay of East India Dock 
and then rise to a new 
high-level str uctu re, the Pres- 
tons Road flyover, which will 
connect the two halves of 
Aspen Way above Prestons 
Road and deliver traffic to 
Canary Wharf and North 
Quay. 


£26m orders for Keller 


KELLER, the British-owned 
international foundation con- 
tracting group, has been 
awarded its first contract in 
eastern Germany. The contract 
involves provision of concreted 
vibro columns to support a 
new facility at Schwerin, 100 
km east of Hamburg. 

Overall the group has 
recently been awarded con- 
tracts totalling £26m, signifi- 
cant amongst which area proj- 
ect for water table lowering at 
the new press centre at the 
European Parliament, Stras- 
bourg, and a DM2m (£682400) 
contract to construct a Soil- 
crete dab to a deep excavation 
at Goileben, Germany for 
Hochtief AG. 


British awards include 
driven piling contracts total-' 
ling £2m, repairs to the Ribble- 
head viaduct using grouting 
techniques, valued at £2m. and 
ground improvement to an .afl 
rig fabrication yard in Wal- 
Isend, Scotland using vibro and 
dynamic compaction. 

Traffic between Germany 
and Italy has been seriously 
disrupted by the closure of the 
A12 motorway following fail- 
ure of the pirns, to toe -bridge 
carrying the road over the 
river ai Knfetem. Austria. 
Kell e r has been contracted to 
hdp in this emergency, and is 
currently performing ground . 
stabilisation works using its 
Saflfrac grouting techmque. 


KJKR CONSTRUCTION, pari d 
the Bearer Group, has won ax 
£13m contract to build an ele 
voted flyover and viaduct aJ 
Stewarts Lane between Brixtor 
and Waterloo, for British Rafl. 

Construction work whicl 
began this mouth will create t 
chord line to carry Channel 
Tunnel trains off the mail 
lines to Victoria and directly 
onto the lines into Waterloo 
The new viaduct will accom- 
modate twin tracks and will be 
one kUometre long. Contract 
work also includes widening of 
existing viaducts at Ponton 
Boad and Linford Street On 
completion the Stewarts Lane 
flyover will span five lines into 
Waterloo. 

Substantial temporary works 
will be involved including an 
access bridge, support of exist- 
ing retaining walls, piling plat- 
forms and track protection 
schem es. Steelwork to the fly- 
over will be positioned during 
a series of night time 
operations in autumn 1991. 

_ Kier Construction, the heavy 
civil engineering ann, has been 
awarded a film contract at the 
Sirewell B nuclear power sta- 
tical by Nuclear Electric. 

The contract includes the 
provision of garage, adminis- 
tration buildings, workshop, 
stores and gate house aryi wfll 
form part of Strewed B com- 
plex at Suffolk. 

The 93-week co n t ra c t starts 
.tills month. 

* * * 

cementation construc- 
tion, a member, of the Trafal- 
gar House construction divi- 
sion, has been awarded a raa m 
contract by Surrey County 
Council to cany out the widen- 
ing of an L8fcm stretch of the 
A240 between the Kingston 
Road and the Reigate Road 
roundabouts. 

The project Involves widen- 
ing the two-way road to a dual 
carriageway, constructing a 
central reserve, replacing the 
roun dabout junctions with 
trenic lights , providing street 
Setting and associated drain- 
age and ductwork. Workis due 
a^camplettoa at the mid of 
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of Canningham's effects — ■ gg 
pare in tone, so expressive, so 
entrancing to the eye — wftfr 
the laboured fashion is whicir 
Miss Childs’ lumpen activities 
somehow avoid all reference to 
the elements which are 
Invoked in Che title. 

Cu nningham claims nothing;, 
and says much, about dancers, 
and their actions, offering 
movement that expands 
against the potent solid colours 
of. Mark Lancaster’s design, 
while faint twitterings bathe 
the dance in electronic bird- 
song. Miss Childs has cluttered 
design by Jennifer Bartlett, 
comprising four act-drops 
richly emblazoned with the art- 
ist’s personal imagery — red 
.box, skeleton, tartan squares, 
W playing cards, a handsome 
- cockerel — whose -aptness to . 
the dance’s theme, wholly 
escapes me. - 
The luckless cast - 4m, 4f - are 
in leotards, variously' unflatter- 
ing. representing cards, solid 
blocks of plaid, and a skeleton. 
Both dance and design maVn ■ 
them look IB-at-easa. 

A commissioned score from 
Gavin Bryan is no great help 


... . — o. trapped by a 

“virtuoso bore, and, cornered, 
one s ees, t he waves of plati- 
tudes arrive and roll on ^ on 
and on. The relevance of the 
e leme nts to what we see . is 
never dear. It is some com- 
ment upon Miss GhSdsMmagi- 
na i i ve resource that for Air, .a 
quartet ' of men ' t ra row .the 
stage in dull leaps, crossing 
ana re-crossing, and crossing 
again, before tiny curv- 

ing incursions into the centre- 
stage-. (A 'comparable, albeit 
shorter, passage in DouWes has 
two men. leaping in emulation 
of each other, and we watch 
fascinated by the vivid dynam- 
ics and no less vivid imagery of 
the incident, which - then, 
acquires ah added richness as 
the idea is later repeated by 

annfcha r H annoy ) 

Miss Childs is a p rod uct of 
that ’sixties generation of 
American experimenters in 
movement who have, over the 
years, been busily re-inventing 
the choreographic- Wheel by 
taming to “steps” and wiwMwg 
dances. Infinitely worthy, the 
result here is fafiwRwfy 

Clement Crisp 


Queens Middle School, Cowplain: an example of Royal Gold Medallist Colin Stansfield Smith’s work 

ARCHITECTURE 

Form follows function then . . . 

Colin Amery appreciates two bold bureaucrats 
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Liz Kettle mid lMwo Payne in The Hltnk 

The Clink 




RIVERSIDE STUDIOS : 

A ruler long past her sefl-by 
date sits on a tatty thrahA ref- 
using to-taik to anyone dying; 
to die. The banks of the 
Thames, swarmwifh fhesfck 
and the ; neetfy.; winfe mer^ 
chants and politicians pilot the 
succession. The clink, is 
engorged with pimps and. dissi- 
dents. Plague and. treachery 
taint the air. 

Any resemblance to people 
now living is entirely intm- 
tional in Stephen Jeffreys’ lat- 
est play, ..which comes to 
Hammersmith in a joint pro- 
“duction. by Plymouth Theatre 
Royal and the writers* com- 
pany P a ine* Plough. -. • 

Jeffreys, who with bis 
award-winning last play, Val- 
ued Friends, , played portraitist 
to the ngw property owners of 
the Thatcherite boom, re- 
affirms hia impeccable sense of 
liming wtththls grisly comedy 
of political disintegration- It is 
only a pity he could not have, 
been encouraged to apply this 
timing to tiie length at a show 
which, well -written and 
researched though it is, ambles 
home at nearly three hours. _ 

The ruler in question Is Eliz- 
abeth n, a crumbling virgin 
with deathly countenance and 
blue-rinsed coiffure, who "is 
enthroned above a set compris- 
ing an outline of England. The 


pgnJMs between the 1590s and 
: 1990s are real enough: war, 
.plague and economic gloom 
producing social and adminis- 
trative unrest.. In both cases a 
great woman -is wt the -each of 
her political fife. 

Europe even raises its head 
In Jeffreys’ end-of-term satire, 
where a fool is set up by one 
privy councillor to enrage a 
Dutch trade delegation into 
killing off his pofttical rivaL 

The~ style ishistorical romp: 
wigs and hoses, pistols and 
shades; a Websterian council- 
lor from David Gant, and a 
Shakespearean fool from Mark 
Lockyer, who makes a gripping 
early transition from hack 
entertainer to. harbingerof 
doom, delivering a plague city 
zap which gripped the theatre 
in rapt silence. 

Yet by the end, one cares not 
if the fool, Lucius, lives or dies, 
if only he would get on with tt. 
This is symptomatic of a pro- 
duction which, unusually for 
Paines Plough, has a pungent 
air of over-indulgence, as if 
director Anna Furze and her 
crew have concentrated their 
play-doctoring on cosmetic sur- 
gery rather than the orthope- 
dic work this undeniably tal- 
ented writer deserves. - 

Claire Armitstead 


“He has also used his public position to 
patronise other artists... to cherish the 
heritage of his fiefdom, to fortify its land- 
scapes and to assess and improve its entire 
estate and environment" 

Do these words refer to the heir to the 
throne, the Secretary of State for the Envi- 
ronment or a rich and powerful patron? It 
is extraordinary that despite the feudal 
ring of the wards, they refer to the county 
architect of Hampshire, a Mr Colin Stans- 
field Smith, who has been singled out by 
his peers to receive this year’s Royal Gold 
Medal for architecture. 

Surely county architects are more of the 
bureaucratic than the knightly persua- 
sion? They w orr y about bye-laws, are busy 
with by-passes and tend to have a yen for 
uniformity. But the county architect for 
Hampshire is something of an exception 
and it is only right that he should he 
suitably honoured. The Important thing 
about this year's award is that it goes not 
to some trumpeted superstar, but to a man 
who has done the impossible - and 
encouraged quality through the processes 
of bureaucracy. 

th« career wakw an interesting raw 
history. He spent a large part of his early 
architectural life in private practice and 
then took the unusual step of moving into 
tiie public sector at a time when it was 
much more usual for architects to be 
going private. But looking a little further 
back, it is not without significance that he 
wait from his architectural training at 
Cambridge to the division of the 

London County Council for two years. 
That must have been when the seeds of 
desire to serve through architecture in the 
public sector were sown: the LCC was a 
potent force for the promotion of the belief 
that life nm be improved through good 
design- Mr Stansfield Smith has never for- 
gotten that lesson and the county of 
Hampshire shows evidence of his early 
Indoctrination with those beliefs. 

. Throughout the 1970's and 1980’s there 
were.- goad schools being built in the 
county. The design of a school is 
immensely important and can remain to 
♦he visually conscious ehtid a source of 
Inspiration for life. These Hampshire 
schools nearly always have big. protective 


pitched roofs, expressive of safety and 
shelter as well as space and more than 20 
have been designed by Mr Stansfield 
Smith’s department since 1978. Many of 
them have the trademark of the depart- 
ment - tbe large glazed roof sailing over 
brick walls. This mak^s for Lovely, light 
indoor conservatories and halls which are 
so agreeable for children to use. At Cres- 
twood school there is a long, glazed inter- 
nal street which has definitely helped the 
school to operate as a community: it is 
wonderfully unschool-Hke to see pupils sit- 
ting about in the lunch hour under sun 
umbrellas, eating their crisps at cafe 
tables. This great space is also used by the 
outside community for weddings and par- 
ties, so bringing the life of the world into 
the school. 

The Newlands primary school has a 
more Scandinavian lock, with its white 
painted brick walls, big stained timber 
trusses and low slung landscaping. The 
Hulbert Middle school at Waterloo ville has 
a long timber-lined roof that stretches over 
staircases and yellow brick walls like a 
sheltering tree. One of the most successful 
of the Hampshire buildings, and the most 
loved, is the public library at Chandlers 
Ford. It, too, has a generous roof, but more 
striking are the branched timber supports 
fin’ it, which seem almost like a grove of 
trees. The whole front of the library 
curves, which adds a sense of protection 
and gives the place almost the atmosphere 
of a cloister. 

In marked contrast to the vernacular 
qualities of many of the schools. Mr Stans- 
field Smith ha* commissioned, or encour- 
aged the commissioning of, a whole range 
of architecture of good quality. Ahrends 
Burton and Koralek designed the Ports- 
mouth Polytechnic Library; Aldington 
Craig and Collinge (a firm renowned for 
their careful village housing) extended a 
school at Baughurst. Edward Cullman 
added to one school and built a complete 
new school at Fambo rough. Michael Hop- 
kins built a fine school at Fleet, and M ao- 
Cormac and Jamieson designed nffieeg for 
the Havant Borough Council. To show his 
catholicity, Robert Adam’s clas sical design 
for a new library at Bordon was encour- 
aged and is one of Adam’s best designs. It 


is a simple brick temple, well proportioned 
and sparely detailed. 

Although commissioning is important 
and can demonstrate a creative capacity 
for patronage, it is the creativity of Hamp- 
shire County's own architects department 
under Stansfield Smith tha t is the real 
example. He is right when he says that “a 
public authority must itself be creative to 
the point where what it does is an inspira- 
tion to others." Hampshire has done thte 
in a fruitful way and the county is richer 
for it 

It was surely a coincidence that atten- 
tion was momentarily focussed on the 
activities of the public sector last week in 
another way. The Secretary of State for 
the Environment spoke in London about 
the role of government in architecture. It 
is not often that ministers publicly muse 
about "objective beauty" or discuss design 
guide lines in a manner worthy of the 
Prince of Wales. But the heartening thing 
was Mr Patten's literate choice of jokes 
and quotations. 1 am sure he will not mind 
if I give Garrison Keillor’s poem about the 
dangers of architectural/intellectual pom- 
posity an even wider circulation. It made 
me laugh and that is quite rare when 
contemplating much architectural psen- 
dery. . . 

“Function follows form" 

Said Louis Sullivan one warm 
Evening in Chicago drinking beer. 

His wife said, “Dear, 

I’m sure that what you meant 
Is that form should represent 
Function, so that it’s function that should 
be followed." 

Sullivan swallowed 
And looked dimly far away 
And said, “OK, 

Form follows function then" 

He Raid it a g ain 
A three word spark 
Of modem arch- 
itectural brilliance 
That would dazzip millions 
“Think I should write it down?" 

He asked with a frown. 

“Oh yes”, she said, “and here’s a pencil.” 
He did and soon was influentiaL" 

So that’s how modem architecture hap- 
pened. 


QUEEN ELIZABETH HALL 

IT was their recent recording 
of Mozart’s Requiem that drew 
me to the concert on Friday by 
Ton Koopman and the Amster- 
dam Baroque Orchestra. 

The disc had been thor- 
oughly inspiring and I wanted 
to see If conductor and orches- 
tra could apply themselves 
with equal success to the sym- 
phonies, especially as the; are 
recording the complete cycle 
for the Mozart bicentenary 
year. 

hi tbe event the live concert 
was less revelatory, though 
that was perhaps only to he 
expected, given the programme 
that they Bad chosen. The first 


half was devoted to a selection 
of Mozart’s earliest sympho- 
nies, ranging from IL22 to IL96, 
written when the composer 
was between the ages of nine 
and 15. This is not music to 
test a Mozart interpreter In 
depth, though it is important 
to have a feeling for the style. 

That Koopman certainly has. 
The first thing that one notices 
about his Mozart is that it 
sounds even more obviously 
“authentic” than that of the 
other period instrument 
groups. This is because his 
Amsterdam orchestra is 
smaller than we usually hear, 
especially in late Mozart 
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Royal PbUhannonic conducted 
by John McGHnn in a concert 
which includes Bernstein's 
Fancy Free and Gershwin's 
Forgy and Bess (Toes). Royal 
Festival HalL 

Academy of St Martin in tbe 
Fields dir ec ted by Iona Brown 
play Respighi, Vivaldi. ClmKani 
and Bartok (Thur). Queen Eliza- 
beth BaR 
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The FT proposes to publish this 
survey on 

December 7 1990. 

It will be of particular interest to the 
94% of the Captains of Industry in the 
U K. and 54% of Chief Executives in 
Europe who are regular FT readers. If 
vou want to reach this important 
audience, call Hugh G Westtnacott on 
0532 454969 or fax 0532 423516. 


FT SURVEYS 


English Chamber Orchestra con- 
ducted by Jeffrey Tate, Mltsu- 
koUcfaida. piano: Beethoven 
(Mon). Cbatelet (40282&KJ). 

Martha Argerich. piano, Gidon 
Bremer, violin (Mon). T hdAtre 
des Champs Elysfes (47203637). 

Ensemble Orchestral de Paris 
conducted by Annin Jordan. 
MmiriceAndre, trumpet: Mozart. 
Hummel. Prokofiev. Hertel (Mon. 
Tus^SaHe Pleyal (45638873). 

Georges Plndermadier. piano: 
Beethoven, Schubert, Chopin 
(Tne).Theatre des Champs E3y- 
S&S (47208637). 

OHvkr Latry, organ. Radio 
France choir conducted by Her- 
mannEngelg Alkan, Frandc 
Saint-Saens, Liszt (Wed). La 
Madeleine Church (423(030$). 
Mady Mespie, soprano, Gabriel 
Tachino, piano: Hahn, Poul- 
encjiszt, WoH; Strauss (Wed). 
Theatre des Champa Elytees 
(47203637). 

Orchestra de Paris conducted 
by Libor Pesek, Elisabeth Leon- 
skaja, piano: (Wed, Thur). Salle 
Pleyel (45638873). 


(strings only 4;4;2;2;l). With 
wind and brass catting 
through eagerly, the orchestral 
sound is full of striking tim- 
bres, lean and ready for action. 

Koopman himself is an 
undignified conductor to 
watch, but he gets results. 
Each of these youthful sym- 
phonies was presented in a 
bracing Mozartian style that 
compares favourably with sim- 
ilar interpreters on this side of 
the Channel - less self-con- 
scious in detail than Norring- 
ton, more expressive than Hog- 
wood. He was at his best in the 
G minor slow movement to 
IL22 and the brooding Andante 


Amsterdam 

Royal Concertgebonw Orchestra 
with Stefan Vladar (piano), Gerd 
Albrecht conducting. Stefan, 
Lutoslavski. Pettersson. Concert- 
gebouw (Thur) (718 345). 

Utrecht 

KaiKn Symphony Orchestra, 
Cheater Broadcasting Choir and 
soloists, Henry Lewis conduct- 
ing. Ravel. Orff. Vredenburg. 
(Sun). Travelling Players undo* 
f hi-icHaan Bwr BOG Cherin L 
Brahms, Elgar. Vredenburg 
(Thur) (31 45 44) 

Antwerp 

OUver Widmer (baritone) accom- 
panied by Gerard Visch (piano) 
perform Schubert's Die Winter- 
raise (Thur). De SingeL 

Brussels 

Rolf Plagge (piano) in a pro- 
gramme of Beethoven and Schu- 
mann (Man). Palais Beaux- 
Arts. 

Madrid 

Reina Sofia Chamber Orchestra 
co n ducted by Jose Ramon End- 
nar, with Abel Carievaro (guitar). 
Garda Abril, Rodrigo Carievaio 
(Tues). Auditorio Nacional de 
Musica (337 01 00). 

Anne Scfte von Otter (mezzo-so- 
prano) and Ralf Gothoni (pla- 
no)Grieg. Von Koch, Sibelius, 
Wolf, Brahms (Tues) Auditorio 
Sackmal de Musics (337 01 0QX 
Madrid Symphony Orchestra 
conducted by Luis A. Garda, 
with Maria Oran (soprano). Von 
Weber, R. Strauss. Berlioz 
(Thur). Auditorio Nadonal de 
Musica (337 01 00). 


of K.46, where the music itself 
had more to offer. 

A tendency to squeeze lyri- 
cal lines with more pressure 
than they could bear surfaced 
briefly in the slow introduction 
to the “Linz" Symphony, No.36 
in C. 

Otherwise, tills was a fine 
advertisement for Koopman’s 
Mozart cycle, fresh and vigor- 
ous, aggressively rhythmical, 
tin giing iy alive. The finale, 
with Koopman egging his play- 
ers enthusiastically on, hit a 
peak of exhilaration at the end, 
just as it should. 

Richard Fairman 


November 16-22 


B arce lo n a 

Orebro Chamber Orchestra con- 
ducted by Jean-PSerre VaDez. 
Grieg, Mendelssohn. Nielsen, 
Tchaikovsky (Mon). Palau dela 
Musica Hfltalana (268 10 00), 


Riccardo Moti conducting the 
Scala P hilhar monic (Mon). Tea- 
tro Alla Scala (809128). 

Rome 

Antoni Ros-Marba conducting 
Ravel and Strauss (Mon, Tues). 
Auditorium in Via Della Cond- 
Uazkme (6541044). 

Trio Beaux Arte playing Bee- 
thoven, Schubert and Zemlinsky 
(Thur). Thabo Ollmplco (383304). 

Hew York 

Roberta Peters (soprano) recital 
with Warren Jonas (piano). A. 
Loth. Bach, Mozart Schubert 
A. Thomas, R- Strauss, Tchaikov- 
sky, Rimaky-Korsakov, Rachman- 
inov (Man). Carnegie Hall (247 
7400). 

Haw York Philharmonic con- 
ducted by Brlch Lelnsdorf with 
Malcolm Finger (piano). Copland. 
Dohnanyi, Schumann, Beethoven 
(Toe); Charias Dutoit conducting 
with Jean-Yves Thibaudet 
(piano). Stravinsky, Szyma- 
nowski, Liszt, Debussy (Wed). 
Avery Fisher HaU, Lincoln Cen- 
ter (874 6770). 

Wash i n g ton 

National Symphony conducted 
by Zdenek Macal with Tzimon 
Barto (piano). R. Sierra. Mnhjp r 
(Tue); Concert Hall, Kennedy 
Center (467 4800). 


Since mid-October the various 
exhibition spaces at the Barbi- 
can have been presenting a dis- 
play of Israeli arts. Now the 
"Israel: State of tbe Art" festi- 
val has reached its final, musi- 
cal phase. The Israel Philhar- 
monic Orchestra is making a 
ten-day visit to the centre, 
where it is giving five concerts 
mostly of music by Jewish 
composers, starting with Bloch 
and Mahler last Saturday. 

With so many visiting 
orchestras at this ball of late. It 
has been fascinating to observe 
how different are the impres- 
sions they make there. The 
week before last we had tbe 
Leipzig Gewandhaus sounding 
miserably reticent, its wind 
and brass making no impres- 
sion at alL Now here were the 
Israeli players at the other 
extreme: every section of tbe 
orchestra up-front, bold, blaz- 
ing, rich, the sound tiring in its 
relentless generosity. 

That, of course, is Zubin 
Mehta’s way. Where other con- 
ductors might offer a small 
movement, he makes a gener- 
ous sweep of the arm: where 
they rise to a gesture, he 
stretches and reaches aloft, 
swings from side to side, traces 
great arcs in the air. And that 
to players who need no encour- 
agement to give more. 

Their performances respond 
accordingly. In Bloch's Sche- 
lomo the whole-hearted 
approach of the players worked 
to make the piece more than 
usually involving. They were 


lucky to have with them Mis- 
cha Maisky, a most inspiring 
cello soloist, who used his big 
tone to deliver some deep, 
expressive, lyrical playing and 
a wide range of dynamics. In a 
piece so little concerned with 
structure, it hardly matters if 
one lives from moment to 
moment. 

After the interval Mahler's 
Fifth Symphony was less 
appealing. True to form, this 
was a big-boned account, full 
of rich, generous playing (glori- 
ous cellos). Where Mahler has 
a lot going on, as in the second 
movement, the result quickly 
became congested: the" outer 
movements, though still loud 
and unashamedly virtuoso, 
fared better. The problem with 
Mehta’s Mahler is that it has 
its sights so fixed on making a 
big impression that there is no 
time to look at anything else. 
Details go unmarked, rhythms 
are undefined, the music is not 
articulated properly. The sym- 
phony may have been over- 
whelming; but it was also dis- 
appointingly superficial 

At the beginning of the even- 
ing Mehta and the orchestra 
had paid tribute to Leonard 
Bernstein. In him the Israeli 
players had a long-faithful col- 
league and, incidentally, a con- 
ductor who had a unique hot- 
line to tbe Jewish sounds and 
rhythms that underlie so much 
of Mahler’s music. They will 
surely miss him greatly. 

Richard Fairman 


Cost fan tutte 


Amsterdam Baroque Orchestra 


COLISEUM 

You know where you are with 
the English National's Cost - 
not on Bondi Beach or the New 
Jersey shore, but back at Fior- 
diligi's and Dorabella's villa on 
tbe Bay of Naples, with Vesu- 
vius smoking quietly across 
the water. 

John Cox’s production, with 
perfectly naturalistic designs 
by Roger Butlin, is revived as 
part of the Mozart series at the 
Coliseum; it is a faithful, care- 
folly detailed staging, which 
never tries to preach or sub- 
vert and places frill responsibil- 
ity on the six singers to bring 
it alive. In some of its past 
incarnations the production 
has been graced with fine sing- 
ing, 2nd then its elegant neu- 
trality has become a support 
and a gentle evocation. 

The present revival is cer- 
tainly serviceable, and has 
been throughly spruced up by 
Cox himself, so that the busi- 
ness runs on a well-oiled track, 
but the singing is not yet par- 
ticularly distinguished. 

On Saturday all the spirit in 
the evening was supplied by 
the Alfonso and Despina, so 
that the second-act slump - 
that sequence of arias for the 
lovers from Ferrando’s “Ah, lo 
veggio” onwards, which sepa- 
rates the first-rate Cost from 
the ordinary - is always inevi- 
table. 

The first act bad gone with 
some panache, thanks to 
Andrew Shore's Alfonso - no 
frills, just plain old-fashioned 
misogynism and excellent dic- 


tion - and Elizabeth Gale's 
supremely confident Despina, 
full of sly asides and double 
entendres, pointing each phrase 
with gusto. 

In more t han the strict nar- 
rative sense they were the 
orchestrators of the evening, 
sparking the action while their 
colleagues looked uneasy, and 
when their characters tempo- 
rarily leave the action in the 
second half, barrenness took 
over. 

Rita Cullis's Fiordiligi and 
Ethna Robinson's Dorabelia 
are both newcomers to the pro- 
duction. Ms Cuilis started 
uneasily and gained some 
vocal confidence, but she never 
relaxed and her major arias 
were always effortful. 

Ms Robinson spent too much 
time in wide-eyed wonderment, 
as if disbelieving her own emo- 
tions; perhaps that was the 
point. With Simon Keenlyride's 
suave-sounding Guglielmo (his 
ENO debut) and Glenn Wins- 
lade slightly over-bearing Fer- 
rando, they made an uninter- 
esting pair of couples; 
whatever happened, one 
couldn't help but thinking, 
they all deserved each other, 
which rather destroys the 
point of the opera (or does it?). 

Farther into the run every- 
one might start to enjoy it 
more, Peter Robinson’s con- 
ducting might gain some flexi- 
bility and the revival really 
take off. Not yet though. 

Andrew Clements 


Mefistofele 

QUEEN ELIZBETH HALL 

I sat there lonely as a cloud - 
a thundercloud. Tbe perfor- 
mance was good, the audience 
enthusiastic, tbe opera junk. 

Say Mefistofele and I am not 
at once made miserable. I 
t hink of recorded extracts from 
Boito's version of Faust. Chal- 
iapin in the Prologue, Gigli’s 
“Dai campi, dai pratL” Callas's 
“L'altra notte." Any opera- 
lover soon becomes well 
acquainted with sneb high- 
lights. And it's likely that he or 
she at some time will listen to 
this or that complete record- 
ing. Opportunities of hearing 
the opera in live performance 
outside Italy, however, have 
always been rare. No surprise 
that there was a full house and c 
a queue for returns for Chelsea g 
Opera Group’s performance on g 
Saturday night 
For me, however, Mefistofele 
is that rare type: an opera Td . 
rather hear in excerpts than in ~ 
its entirety. Few treatments of { 
Goethe's Faust are on Boito's 
ambitious scale, with his Pro- 
logue and Epilogue showing 1 
Mefistofele, like Milton's Luci- t 
fer, taking on the heavens. But \ 
there’s something inflexible 1 
about Boito's cast of mind. : 
When he gets an idea - a met- i 
rical figure, an orchestral i 
sound, a melodic line - he 
seizes on it like a dog with a ( 
bone. And everything is so i 
damned important. His plan is ; 
too grand for radiant details 
like Gretchen at her spinning i 
wheel or her Ballad of the King 
of Thule. Result? Though his ’ 
Faust and Margherita are all 1 
emotion and vision, they're i 
barely h uman . i 

The Chelsea Opera Group 1 
chorus, whom Boito works i 
hard as heavenly creatures, < 
modem townsfolk, revelling 
witches, Greek voluptuaries, * 
should be commended. Reso- i 
lute sin g in g , disciplined team- i 
work, handsomely rectangular 1 
English vowels. i 

Still, Boito was just enough ] 
of an Italian to supply some i 
good opportunities to his solo 1 
singers. Richard van Allan, l 
notwithstanding a throat infec- ; 


tion. produced characteristi- 
cally sardonic utterance as 
Mefistofele. Anthony Mee was 
Faust, connecting a firm cur- 
rent of bright tone to lucid 
enunciation with Italianate flu- 
ency * rare achievement for a 
British singer. 

He doesn’t, however, yet 
relax quite enough to shew 
that he is enjoying his music 
and is its master. Which is 
what Susan Bullock, as Margh- 
erita, did with ever growing 
assurance. What began as a 
pleasingly lucid account 
became, in ‘‘L’altra notte," sur- 
prisingly individual and, subse- 
quently with Faust, authorita- 
tive, fervent, urgent. She 
couldn't make Mefistofele a 
good opera, but she made it 
gripping. 

Alastair Macaulay 


CBSO 


MR Peter Thomas, leader of 
the City of Birmingham Sym- 
phony Orchestra, and ten of 
his string-playing colleagues, 
are setting up a new chamber 
music group called the Bir- 
mingham Ensemble. 

Following the establishment 
of the Birmingham Contempo- 
rary Music Group, this is the 
second spin-off from the CBSO. 

Birmingham Ensemble 
makes its public debut next 
January at the Birmingham 
Town HalL soon to be vacated 
by the CBSO, with the first of a 
series of concerts based on the 
standard chamber repertoire. 
More adventurous program- 
ming should come in the sec- 
ond year. 

Each of the first four con- 
certs includes one baroque and 
one twentieth century compo- 
sition. Initial funding for the 
venture has come from Kid- 
sons Impey, accountants, but 
Birmingham Ensemble has 
applied to both for West Mid- 
land Arts and the Birmingham 
City Council for financial sup- 
port. 


! 
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Choosing a 
prime minister 


T wo weeks ago, senior airline 
executives gathered in Wash- 
ington at the request of Mr 
Samuel Skinner, the US 
transportation secretary. Many of the 
names were well known. They 
included Mr Ron Allen, chairman of 
Delta Airlines; Mr Carl Tcahn, head of 
Trans World Airlines; Pan Ain's Mr 
Tom Plaskett and Mr Bob Crandall 
from American Airlines. 

For once, these industry bosses 
spoke with a united voice. There 
could be dire consequences for some 
US carriers, ran the warning, unless 
the administration took steps to ease 
jet fuel prices. As if to emphasise the 
point. Eastern Airlines, already in 
bankruptcy, spent much of last week 
trying to stave off a liquidation 
threat, while Pan Am moved closer to 
selling its most desirable asset - 
t ransatlan tic routes - In return for 
much-needed cash. 

The US airlines are in a painful 
predicament. On the one band, costs 
are rising . This is a trend which was 
under way long before the Middle 
East crisis erupted, but which has 
been given a savage twist by the rise 
in Fuel prices. 

On the other hand, there is the 
problem of passing on these higher 
expenses to a public now accustomed 
to cheap travel, and in a recessionary 
climate when airline overcapacity Is 
rife and competition intense. 

But if the dilemma is universal, the 
severity of its effect is not Partly 
because of their financial structure - 
strong cash flow and often attractive 
tangible assets - US airlines have 
attracted a wave of leveraged take- 
overs during the past decade. As a 
result, there is a large gulf between 
companies well-placed to withstand 
the current profit pressures and their 
heavily-indebted brethren who must 
sell the family silver if they are to 
have any hope of survival 
That, in turn, 1 a accelerating the 
restructuring of the industry, as the 
financial “ haves", with their eyes 
fixed firmly on the faster-growing 
international traffic, feed off the 
financial “have-nots'*. 

The result, some say, could be the 
most fundamental change since the 
airline sector was deregulated in 1978. 
Then, as the federal authorities loos- 
ened their grip on ticket pricing and 
route allocations, new lower-cost com- 
petitors flooded into the industry. 
Now, financial pressures are intensi- 
fying the reverse process - consolida- 
tion, a move towards a small number 
of dominant players. These will com- 
mand the lucrative International 
routes while below there will be a 
layer of smaller, mainly domestic 
players. 

Already, there is a fair measure of 
agreement on which carriers will 
make the big league. American, under 
Mr Robert Crandall, is in fierce com- 
petition for the number one r anking 
with United, which has been dis- 
tracted by bid or buyout possibilities 
over the past year and still has to 
agree new contracts with its unions. 
Delta, also financially secure, follows 
in third place. 

The weakest players are no secret, 
either. Pan Am, even if it seals the 
proposed sale of Transatlantic routes 
to United is a shadow of its former 
self; analysts struggle to see how Mr 
Carl Icahn, better known for his cor- 
porate raiding activities, can build a 
future for TWA the airline he heads; 
and Eastern, despite the protestations 
of Mr Martin Shugrue, its court-ap- 
pointed trustee, remains fragile. 

In between the strong and the weak 
lie the middle-ranking carriers such 
as USAir and Northwest Airlines. 

For all airlines the 1990s posed 
problems well before the Gulf crisis 
developed. Traffic had surged for 
much of the 1980s as deregulation 
ushered in cheaper air travel and the 
economic climate was clement 
This growth tailed away sharply in 
the past two years. Between 1988 and 
1989 overall air traffic rose only 2L2 
per cent, with domestic traffic flat 
Today, with the economy slowing, tbe 


MR MICH AEL Heseltine is a 
remarkable man. Able, ener- 
getic and determined, success- 
ful businessman and experi- 
enced minister, he would seem 
to have all the qualities of a 
prime minister. His approach 
is different, his appeal fresh. 
No wonder that his standing in 
the opinion polls is higher than 
that of the formidable lady he 
now wishes to replace. No won- 
der, too, that many Tory mem- 
bers of parliament are tempted 
to switch horses. 

They should think carefully 
before doing so. As prime min- 
ister. Mr Heseltine will not be 
able to change the prospects of 
the UK economy in the short 
term: he will merely become 
tarred by them. As prime min- 
ister, Mr Heseltine may seek to 
amend the poll tax; but be will 
not be able to implement a new 
system before the next elec- 
tion. Mr Heseltine should, in 
short, not be looked on as 
quick relief from the ills that 
afflict his party. He must be 
chosen only if he is thought to 
be the best prime minister and 
leader of the Conservative 
party for many years to come. 

The UK is no longer a front 
rank power, but it still has the 
sixth largest economy in the 
industrial world, an influential 
voice in western councils and, 
despite fashionable denials, in 
European councils as well Has 
Mr Heseltine, Conservative 
MPs must now ask themselves, 
shown the consistency and bal- 
anced judgement required in 
the country's leader? Has his 
behaviour not been too often 
impulsive, when it should have 
been considered? 


Policy divide 

No less thought should be 
given to what Mr Heseltine's 
election as leader would say 
about the Conservative party’s 
vision of itself. There is no 
question of Mr Heseltine 
reversing what Mrs Thatcher 
has done. None the less, of all 
the major figures in the Con- 
servative party he is probably 
among the less sympathetic to 
the thrust of Thatcherism - 
towards a reduced role for gov- 
ernment, the widening of con- 
sumer choice and the promo- 
tion of competition through 
free markets. 

Mr Heseltine has some poli- 
cies that have much to com- 
mend them: independence for 
the Bank of England, for exam- 


Soviet Union 
in crisis 


THE SOVIET crisis deepens by 
the day. The Supreme Soviet 
frustrated at malting laws with 
no discernible impact, last 
week called President Mikhail 
Gorbachev to account for his 
stewardship and demanded a 
coalition government. He 
responded with a “state of the 
union" speech in which he 
agreed that everything was 
going from bad to worse and 
called, vaguely, for an "offen- 
sive to save the country". 

Shocked by his poor recep- 
tion, he came back on Satur- 
day with a new plan for presi- 
dential rule, aided by a “crisis 
committee" based on a 
revamped Federation Council. 
This will include Mr Boris 
Yeltsin and other republican 
leaders. 

Meanwhile hunger, possibly 
famine, is facing the Soviet 
Union as the snows of winter 
cover fields of rotting crops. 

There is also a serious dan- 
ger that the hoped for windfall 
hard currency gain from 
higher world oil prices and 
conversion to dollar pricing in 
Comecon trade from January 1 
will prove as elusive as the 
bumper harvest. Oil produc- 
tion is falling sharply and the 
problem of delivering oil and 
gas is compounded by disinte- 
grating pi pelin es and a chaotic 
transport system. 

Official statistics already 
seriously understate the 
decline in economic activity. 
Given the integrated and 
hi g hl y monopolistic structure 
of the old command system tbe 
decline is likely to accelerate 
next year, as shortages ratchet 
through the economy. 

What we are witnessing is 
the accelerating collapse of 
political and economic struc- 
tures. This is happening in a 
country where the destruction 
of civil society over 70 years 
has fatally weakened the coun- 
try's capacity to react cre- 
atively to the new freedoms 
suddenly granted it. 

Resignation 

Under these circumstances it 
is questionable whether the 
resignation of the government 
led by Mr Nikolai Ryzhkov and 
its replacement by a Federa- 
tion Council with greater pow- 
ers would in itself significantly 
improve the situation. 

But it might help. Up to now 
Mr Gorbachev has resisted 
calls far the resignation of his 


prime minis ter because that 
would weaken his own hold on 
power. Increasingly, however, 
Mr Gorbachev's real contribu- 
tion to Soviet politics has 
shifted. He is no longer viewed 
as the incarnation of the 
reform movement by ordinary 
Soviet citizens who want to see 
practical results and economic 
improvement. His main useful- 
ness now is as the man who 
symbolises a more peaceful, 
democratic Soviet Union on 
the world stage, above all to 
those foreign governments and 
international financial institu- 
tions whose help will be sorely 
needed in the months and 
years ahead. 

Coalition 

Domestically it is Mr Yeltsin, 
president of the Russian feder- 
ation, alongside other non-com- 
munist politicians, like the 
mayors of Moscow and Lenin- 
grad, who now epjoy what con- 
fidence remains in Soviet poli- 
ticians among a populace 
disorientated, apathetic and 
frightened about tbe future. 

A de facto coalition govern- 
ment headed by these two erst- 
while rivals could therefore 
benefit from a combination of 
international and internal sup- 
port, provided that it soon 
proved itself more capable 
than Mr Ryzhkov's govern- 
ment of giving substance to 
the rhetoric of reform. 

At this stage one can only 
reserve judgment. Too much 
time was spent debating the 
finer points of the Shatalin 
plan for transition to a market 
economy. In the end, imple- 
mentation was overtaken by 
governmental price decisions, 
which have sparked off a dan- 
gerous inflationary spiral. 
Even the architects of the plan 
no longer believe in it. A simi- 
lar fate possibly awaits the 
long awaited Treaty of Union, 
which is supposed to draw up a 
blueprint for a looser federa- 
tion of the future. 

All that is clear at this stage 
is that the transition from com- 
munism is going to be much 
longer, much harder and much 
more expensive than imagined 
even a year ago. To achieve it 
peacefully could cost the west 
as much effort and treasure as 
the cold war whose demise we 
celebrate in Paris this week. 
That is the probable scale of 

the challenge ahead. 


pie. It is his underlying 
approach that is debatable. Mr 
Heseltine seeks to chair UK 
pic, where Mrs Thatcher has 
championed limits upon such 
interventionism. Mr Heseltine 
is an instinctive mercantilist, 
where Mrs Thatcher has, how- 
ever inconsistently, pursued a 
more liberal view. 


Post-Thatcher era 

Mr Heseltine himself angrily 
denounces the charge, often 
levelled against him, that he 
seeks to revive the corporatism 
of the 1960s. But he is eager to 
develop a new partnership 
between government and 
industry and to use tbe powers 
of the state to promote the 
interests of British business in 
world markets. His approach to 
Industrial policy is different in 
substance, not just In rhetoric, 
from that pursued by the Con- 
servatives over the past 11 
years. 

The Conservative party 
needs a leader who, while 
whole-heartedly committed to 
the achievements of the 
Thatcher era, wishes to extend 
them. Mir Heseltine is not the 
right choice; nor is he likely to 
correct one of the blemishes in 
Mrs Thatcher’s record, exces- 
sive centralisation of power. 

The post-Thatcher era needs 
to arrive soon. The policy judg- 
ments of this third administra- 
tion have been unsure and 
sometimes seriously mistaken. 
Her attitude to Europe is 
unfortunate, and she has some- 
times confused genuine con- 
cerns with shibboleths like the 
pound and untramelled parlia- 
mentary sovereignty. 

It would have been better for 
Mrs Thatcher to retire volun- 
tarily, full of honour and 
deserving well of her country. 
A contested election among 
MPs under rules designed for a 
party In opposition is not the 
right method by which to 
choose a new prime minister. 
In the circumstances, a con- 
vincing win for Mrs Thatcher 
on the first ballot would 
resolve the matter, presumably 
until after the next election. 
But if by their abstentions and 
their votes for the challenger 
Tory MPs demonstrate a loss of 
confidence In Mrs Thatcher, 
she should withdraw from the 
second ballot in favour of a 
replacement in whose hands 
her legacy could safely be left. 


Nikki Tait examines the way in which the 
aviation industry in the US is dividing 
between the haves and the have-nots 

Painful predicaments 
of the high-fliers 
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domestic outlook is bleaker, and 
many analysts predict a decline in 
overall traffic in 199L 

Not surprisingly, there Is a glut of 
seats. Supply was squeezed during the 
Eastern Airlines strike in 1969, but 
since then overcapacity has returned. 

This is not a new headache: indus- 
try experts date the beginnings of the 
overcapacity problem to the late- 
1960s. Since then many airlines have 
been able to keep older aircraft flying 
thanks to deregulation’s downward 
pressure on costs. 

But the situation has since wors- 
ened. During the late 1980s capacity 
was increasing at around 4 to 5 per 
cent a year. In the summer of 1990, 
the year-on-year advance was nearer 
7.5 per cent That leads on to the most 
pressing problem of all From 1981 to 
1988, costs were basically flat, helped 
by declining fuel prices and the gen- 
eral pressure on labour rates in the 
post-deregulation, era. 

The picture began to shift In 1989, 
as a variety of operating expenses — 
from labour to landing fees - headed 
upwards. According to one composite 
cost index for the industry, there was 
a jump of about 10 per cent in 1989. 
This was followed by a sharp rise in 
fuel prices in late 1989 and early 1990, 
which meant a 4-5 per cent rise in 
overall costs in the first three months 
of the current year. 

Nevertheless, in spite of these 
underlying pressures, some optimistic 
noises were being sounded about the 
industry's medium-term prospects 
earlier this year. Airlines would be 
unable to maintain their ageing fleets 
for much longer, said the optimists, 
and capacity would be forcibly 




plucked from the system. 

That, however, was before the Mid- 
dle East crisis, and the associated rise 
in oil prices. Jet fuel is usually an 
airline's second largest cost, typically 
accounting for 15 per cenf-plus of 
operating expenses. Moreover, air- 
lines invariably buy on short-term 
contracts so there is a very short 
time-lag between an Increase in oil 
prices and a rise in carriers’ costs. 

The effect of the latest oil price 
surge has been devastating. It is esti- 
mated that a $1 per barrel increase in 
crude prices adds $575m to US air- 

The oil price surge has 
been devastating. It is 
estimated that a $1 per 
barrel rise in crude prices 
adds $575m to airlines’ 
annual operating costs 

lines’ annual operating expenses. So a 
rise from around $18 a barrel before 
the invasion of Kuwait to, say, $30 
barrel puts $7bn on the annual fuel 
bilL When oil prices seemed to be 
heading for the $40 a barrel mark, It 
seemed that the Industry might be 
almost $13bn a year wane off. 

For a sector In which overall profit- 
ability has been bumpy for the past 
decade, this is dire news. At least one 
leading consultancy suggests that the 
airlines could be heading for an aggre- 
gate after-tax loss of about $L5bn this 
year. Before the invasion of Kuwait, it 
was forecasting a $500m profit 

What happens now depends on 


many ihiwg a — ranging from fuel 
costs, to the depth of the US reces- 
sion, to the extent to which US carri- 
ers can adapt seat prices to secure 
higher yields. . 

But, in the absence of a quick 
reduction in fuel prices, lew-experts 
are hopeful. A roomful of Wall Street 
pundits, fin: example, listened grimly 
to a recent analysis by the Airline 
Economics consultancy, which con- 
cluded that it could be 1993 before the 
industry earns “an average US indus- 
try operating profit margin” (that is, 
about 7.5 per cent). 

This pressure has two important 
implications. In the short run, the 
finararifllly fragile carriers are most at 
risk. In the round of third quarter 
figures just reported, net losses 
(before extraordinary or non-recur- 
ring items) ranged from $23 .9m at 
TWA and $29.tm at Pm Am to $8&Sm 
at Continental and a swingeing 
$180J3m at Eastern. American and 
United, on the other hand, remained 
firmly in profit; even though Ameri- 
can's results were halved from the 
Mine period a year earlier. 

. Clearly, such figures have prompted 
hard decisions. For example. Conti- 
nental - which waved goodbye to its 
ambitious chief executive, Mr Frank 
Lorenzo, last summer - concedes 
that its board reviewed possible 
courses of action last month In the 
light of fuel prices. Stirred by 
nnn our s ftmt the h«d consid- 
ered filing for protection from credi- 
tors iimfow Chapter 11 of Bank- 
ruptcy Code, Continental firmly 
denies that this is currently an 
option, ft has admitted, however, that 
asset sa les , possibly fr in l i ylfag inter- 


national routes, are Utely- ^ has 

since been in talks wito Delta. 

In the longer term, this | g n °°” 
industry isbSng reshaped. Tfe g*®*" 
ger carriers have set *^_^St£na" 
the higher-growth international 

routes; as forced wD®® 

are well placed to buy. Aside from the 

Delta-Continental discussions, United 

is seeking to buy tte . buU 5J?JS£ 
Am’s prized transatlantic routes, with 
Its chief rival, American, amjj 
enter the bidding. American has 

already acquired impOTtant Latin 

American routes from Eastern Air- 
lines. And so on. , . . . . 

Increasing concentration in th e 
industry is not new. But the profit 
pressures provide new urgency on the 
sellers’ side, which allows to® stron- 
ger companies to “cheny-pick toe 
operations they want. United, for 
example, will pay $4QQm fix Pan Am s 
European routes (and some other 
assets) when the whole company is 
capitalised at $Z60m. This way, it 
avoids tbe problems of Pan Am’s debt 
and its less attrac ti ve routes. 

The current asset-shuf flin g, suggest 
most commentators, paves the way 
for a two-tier industry. “There’s a 
polarisation of key industry assets 
under way," remarts Kevin Murphy, 
an analyst at Morgan S t a nle y. The 
stronger carriers win not only have a 
nhsnr*> to snap up the inter n a tional 
routes, but . will also .have much 
deeper pockets when it comes to 
developing them. 

This pomt is illustrated by the state 
of the different carriers’ _ orders for 
new, more cast-efficient aircraft. Hie 
average age of the carriers* fleet s 
ranges from almost 16 years at TWA 
and Fan Am, down, to under 10 years 
for American, USAir and Delta. 
United is in tbe middle, at 13 years. 

Yet it is United, American and 
Delta which have placed the most sig- 
nificant orders for new aircraft. 
United, following the announcement 
of its record-breaking order with Boe- 
ing, heads the pack with almost 
$50bn-worth of aircraft due to be 
delivered over the next decade; Delta 
and American are both at roughly 

half that nmn nnt 

. Whether non-domestic carriers will 
have much of a role in this shake-up 
is debatable. Last year, KLM Royal 
Dutch Airlines was obliged to cut its 
proposed interest in NWA, the parent 
Of Northwest Airlines, to meet Wash- 
ington’s requirements, and the 
authorities halt any “undue influ- 
ence on a US carrier by a foreign 
owner". Yet, as the emphasis switches 
from the domestic market towards the 
international arena, many observers 
suspect that airline “alliances'* - 
such as that between Delta, Singapore 
Airiines and Swiss air - trill become 
increasingly common. 

Far toe moment, perhaps the only 
. comfort for the airlines is a political 
one. The concentration that followed 
deregulation had led to increasing 
concern among some politicians about 
possible price-collusion. The US “hub” 
system can result in individual air- 
lines being dominated by one or two 
airiines. When this happens, argue 
the industry’s critics, flights to and 
from those cities tend to rise more - 
steeply in price. 

This clamour has been sufficiently 
loud to prompt first a study by the 
Ge neral Acco u nti n g Office. Congress's 
Investigative arm, and, more recently, 
by toe justice Department Added to 
the crjtira'sms , and also under investi- 
gation, is the cteim that airlines com- 
municate pricing intentions through a 
commonly-owned computer network. 

For the moment at least, these 
issues have overtaken by the econom- 
ics the current situation. When an 
industry is patently bleeding, price 
collusion claims tend to lose their 
sting. But, in the longer-run. it may 
be different Should the current con- 
centration of assets continue apace 
and a new class of mega-carriers 
emerges, the re-regulation lobby may 
find grounds for reasserting its case. 
(Additional research by Rioka 
Nachama ) i 


Genscher 
woos Hurd 

■ Hans-Dietrich Genscher, 
the German Foreign Minister, 
has a solid reputation for spot- 
ting political trends before 
others. 

And, in a move which might 
be of importance for those 
keeping an eye on the leader- 
ship stakes in the British Con- 
servative party, Genscher has 
marked down Douglas Hurd 
as a man to do business with 
in the British government 

Anglo-German relations 
have been going through a 
rocky period during toe last 
couple of years. But Genscher’s 
officials went out of their way 
to praise the British foreign 
secretary's performance in the 
K9 international talks on Ger- 
man unity this summer and 
autumn. Hurd's business-like 
Euro-enthusiasm also seems 
to have impressed Chancellor 
Helmut Kohl - especially in 
view of the latter’s well-known 
inability to get on with 
Margaret Thatcher. 

Bonn has even made its 
peace with John Weston, the 
political director at toe Foreign 
Office. Weston, Hurd's 
right-hand man, was sharply 
criticised by Genscher’s delega- 
tion over his hard-line negotia- 
ting stance at the last of the 
“2 plus 4" meetings in Moscow 
in September. But now Weston 
(along with his opposite num- 
bers at the French Quai d’Or- 
say and the US State Depart- 
ment) has been awarded the 
German Distinguished Service 
Cross for his work on German 
unity. 

The citation involved waiv- 
ing toe normal British rule 
preventing diplomats receiving 
foreign medals - which is 
based on tbe slightly unrealis- 
tic grounds in this age of the 
jet that their judgments might 
become swayed by too much 
local thinking . 

Now Genscher is about to 
bestow on Hurd perhaps the 
ultimate accolade that can be 
offered by any politician, by 
introducing him to his friends 
and contacts of the press. 


Observer 


Genscher will be accompany- 
ing Hurd to Berlin next month 
when the British foreign secre- 
tary will speak at the annual 
Christmas dinner of the Berlin 
journalists' association. Gen- 
scher, who has already shown 
Hurd his home town of Halle 
in east Germany, will person- 
ally introduce his guest 
Can we expect Genscher in 
Britain in the New Year to 
meet the cream of Fleet Street? 


Ringing out 

■ Not easy, perhaps, to find 
a laugh in the telecoms duop- 
oly review. But that hasn't 
stopped our gallant lads in the 
City from trying. 

Roger Pye, a principal con- 
sultant at toe accountants now 
snappily-named KPMG Peat 
Marwick McLintock, has sum- 
marised toe last seven years 
into an early Christmas carol. 

"bi the seventh year of duopoly. 
Oftel sent tome 
Seven radio-paging companies 
Six specialist satellite c ani er s 
Five cellular or PCN operators 
Four mobile data carriers 
Three cable TV companies offer- 
ing telephony 
Two wireline PTOs 
And Kingston Communications 
pic." 

Pye and his colleagues are 
holding a seminar on the 
review soon. They hope to be 
able to write new verses for 
the next five years. 


Power cards 

B How do you persuade new 
customers to pay bills for 
something they have not 
bought before? 

That was an unexpected turn 
in the conversation on South 
African politics at a recent 
lunch in London hosted by 
Dr Ian McRae, chieF executive 
or Eskom. the state-owned 
South African electricity sup- 



“With proposers like Douglas 

Hurd who needs enemies?” 

ply company. This Scottish 
engineer has an ambitious 
belief that electricity will help 
bring social as well as political 
stability not just to South 
Africa but to a wide region 
of southern Africa, if the sup- 
plies are inter-connected. 

In South Africa alone, 23m 
people are still without elec- 
tricity. The numbers rise to 
I00m when neighbouring 
states, such as Botswana and 
Mozambique, are Included. 
Some of those neighbours have 
huge untapped hydro-power 
resources. 

Distributing elec t ric i ty to 
all communities and kraals 
at a price customers can afford 
is now a major development 
programme for Eskom. But 
if the new customers don't pay 
Eskom goes broke. So pre- 
payment is proving to be an 
important element In the 
schemes. The customer buys 
his electricity units at the 
supermarket or all-night 
garage, as a magnetic card. 
Each card is coded for the cus- 
tomer’s exclusive use, to pre- 
vent any wholesale theft. 

At home, the electricity dis- 
penser shows the customer 


just how fast it is wiping units 
from the card - so customers 
soon learn which appliances 
are power-hungry. An alarm 
sounds when the card is run- 
ning out 

For bis company, McRae 
says happily,, it means no 
meter-reading, no hilling, and 
no debt-collecting. 


Wrong number 

b The salesman said he’d for- 
gotten the key, so Norwegian 
Fredrik Hansen, aged 60, 
climbed through the basement 
window of the vacant house 
to look Inside. 

He liked what he saw. A 
large insurance company, say- 
ing it owned the house, 
assured Hansen that complet- 
ing the sale would be a formal- 
tty. 

Without waiting to get the 
transfer papers, he set to work, 
restoring the did house and 
installing new plumbing. 

Hansen moved into the 
house in Loekken, central Nor- 
way, several months ago. Only 
later did he get a letter from 
the government rejecting his 
change-of-address notice 
because the street address and 
the plot number didn't match. 

The insurance company 
rechecked its records and said 

the salesman hart led Hansen 
through the window of the 
wrong house. Hansen had actu- 
ally bought the vacant and 
even more dilapidated house 
next door. 


Auspicious 

a Singapore Airiines, rated 
until recently as one of the 
most profitable in a difficult 
world climate for the bird men, 
said that the Gulf crisis, and 
the escalation of fuel costs, 
had altered tbe outlook to, 
“grim and unsettling". 

A few days later, it has 
announced that ft has incorpo- 
rated a new wholly-owned sub- 
sidiary, Auspice, to handle off- 
shore fund management 

activities.. 

That appears to he prudent 
diversification. 




Thispiece d 

completes the -1 

Contract Hire picture’ 


The BRS Car Lease Sale & Leaseback scheme means 
that you can now sell your company vehicles to ns, then 
utilise the capital released and take advantage of a tailor- 
made, cost effective contract hire agreement 

So, if you own your company car fleet, get rid of ail your 
problems and benefit from easier admin, fixed monthly 
payments, regular managed servicing, known cash-flow and 
the satisfaction of knowing you're with the experts. 


For the co mplete p icture <BI in the coupon antf mail it today lo 
BRS Car Lease, FREEPOST, GV1668. Imperial House, HotlyWaJk, 
Leamington Spa. WwSwic^cshire CV324BR Alternatively phone direct 
on 0928 460400 and ask tor Stewart Speaks, National Sales Manager. 

I” Please give me the fun picture on the BRSCar Lease "1 

I Sate A Leaseback schema . ] 

! - Name: ! — i 1 ' ■ ■ ■■ ■ | 


I Company:. 


1 Send to BRSCar Lease Rwpc 

| UM nrfeitfonSpa.Vferwtek at TirB 


• 



















FINANCIAL TIMES MONDAY NOVEMBER 1 9 1990 


19 



The Prime Minister outlines her views on the central issue in the election for 

the leadership of the Conservative party 
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here As in' Borne quarters a 
' tepfeney to claim, a monop: 
olyftr a ';, particular view 
sho rt the Burg- 

P«mwi Community: a vision of remorse- 
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monetary andpo&tical union, a prom- 
ised land towhfcfiflt is suggested) all 
reasonable people: should aspire. Any- 
thing less is regarded as heresy. 

1 do not nice monopolies of any sort 
And Hke most people in this country I 
am suspicious of blueprints, espe- 
cially where lhstitutiona are con- 
caned. My owh vision of Europe’ can 
be summed up in two words. It should 
be free, pottricaBy and economically.' 



‘ • . 1 ?***» *WAnd it sbouldbe'qpen. - 
■ to the widest sense, 

' ■ course hi* to the Enropea 


vision of Europe: 
open and free 

By Margaret Thatcher 
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. we are of 

toe European. Cammu- 
uity. We .a re a ll. democracies. Wa 
enjoy basic hiunah rights. 

But that is toily part ed the story, if 
we, the countries of. Europe, are to 
draw closer - rt I beHeve Is rigit - 
we must.be spre that^ we do not com- 
promise that freedom. -We' toustnot 
lose the accountability- of national 
governments', to national parliaments. 
There are^gOTernmCTiswhich are 
more acoornitahte to.forir P arliamen t 
than ours.: . ' ' 

We also tone to-be Bure that com- 
ing together in Europe is niot equated 
with more centralisation. That would 
be a most undesirable constraint on 
liberty. Much of toe rest of the world 
is finding .liberty in devolution of 
power away Bum the centre: it would 
be ironic n thfl~~ Community were to 
move in the opposite direction. 

That is whjrwhat is called subsi- 
diarity Is -so important The Commu- 
nity should, be Involved in . taking 
action only where It is demonstrably 
clear that member states acting on 
their own cannot achieve a particular 
objective, to afl other cases, the pre- 
sumption should be that member 
states should act to this way, toe 
-fawwWaT role- off national parliaments 
and governments can be preserved 
and over-nnghiy central institutions 
which are not tolly mid democrati- 
cally accountable can be avoided. 

We have to guard against erosion of 
freedom to toe economic sphere, too. 
The Treaty of Rome, or most of to was 
conceived as a charter of economic 
liberty - although the Common Agri- 
cultural Policy is protectionist Much 
of Britain’s-present strength and vital- 
ity comes from our free market ecoh- ~ 
any. 

Yet there are tendencies in Europe 
which go .to different directions:' 
towards corporatism, by/ giving -the ' 
state a major share in economic deci- 
sions; towards large subsidies and 
state aids to industry; towards hnpos- 
ing unnecessary, burdens .and restric- 
tions on busineto;:and towards pro- ' 
taction of the C fowH iu n it fo m a r k e t s 
rather than beer trada j ; ' 

I believe it is vitally important, .to 
fight every. tendency of this sort 
because to ‘toe end it will act asr-a. 
constraint -on prosperity- The purpose 
of the Community is to get, do wn to e ' 
internal barriers and rihnfnate unfair 
subsidies, so that we all benefit from 



*We have to be sure ttiat coming together in Europe is not equated with more centralisation’ 


a great expansion of trade both within 
Europe and with, the outride world. 

That is ft* point of the -gfagie war - 
ket on whldi Britain has given such a 
strong lead - but which is stiB tar 

dies totoS^tiy^e^m of the biggest 
' remaining obstacles to a gamine sin- 
gle market, together with attempts to 
imjOTaH burdens on business through 
the. ‘Soda! Charter. TtHtain with 
D anmark, toe lowest proportion of 
gross 'domestic product going to subsi- 
dies' of any^comitry In toe EC. 

B is just as important that the Com- 
munity should be open to the outside 
worhLI would mutori™ two aspects 
at the pr w ff i tt thm>. 

The first Is the Gatt Uruguay 
Bound negotiations, where the Cam- 
immity te at serious risk of being held 
responsible tor tafiure of the interna- 
tional effort to tree world trade 
including trade in services. The result 
of failure would be more bilateral 
HumIb, more retaliatory action, more 
protection and the creation of rival 
trade blocs. Nothing ought to be 


higjiw* on thp Community's A genda 
than this issue which is crucial to our 
future prosperity. I only wish that my 
raising it at the European Council in 
Rome had been more enthusiastically 
received by most of my colleagues. 

The second aspect Is that the Com- 
munity ahnnM be open to the coun- 

Bri tain’s future lies in 
die EC: not on the 
fringes of it, bnt in the 
mainstream, as a 
powerful influence in its 
future development 

tries of eastern Europe, and indeed 
other west European countries if they 
want to join, mice they are ready- It 
would be contrary to all we are trying 
to do politically to sup port democracy 
and help those countries who have 
only recently emerged from 40 years 
of totalitarian system, if the Commu- 


nity was to make itself an exclusive 
club which kept them outside. 

These are the standards - freedom 
and openness - against which I judge 
proposals put forward in the Commu- 
nity and why I am not convinced that 
the full Delors plan for Economic and 
Monetary Onion is either feasible or 
desirable. I am not opposed to closer 
economic and monetary co-operation. 
Indeed Britain is right in the forefront 
of implementing Stage I of the Delors 
Flan. And no member state has gone 
farther in tabling proposals for the 
next stage than Britain, with our plan 
for a European Monetary Fund and a 
hard Ecu. 

But we need to approach matters in 
an evolutionary way which takes 
account of the great disparities 
between the economies of the 12 mem- 
ber states. That was how the founders 
of the Bank for International Settle- 
ments and the International Monetary 
Fund went about their tasks. They 
were practical men who wished to 
create institutions which could evolve 
and adapt to the circumstances of a 


changing world. They did not seek to 
establish treaties with deadlines, 
without first agreeing substance or 
plans for achieving those deadlines. 

It is that sense of practicality which- 
we bring to the development of mone- 
tary cooperation in Europe today. We 
should not be trying to take decisions 
on the timing of the move to the next 
stage of economic and monetary 
union when the substance of that 
stage has not even been properly dis- 
cussed. let alone agreed. That is 
hardly a responsible approach, espe- 
cially when the right to issue national 
currencies is at stake. Nor should we 
sweep under the carpet the Immense 
costs of a forced march to full Emu, in 
terms of the massive additional trans- 
fer of taxpayers' money from the bet- 
ter off member states to the less well 
off which would be necessary. 

We also have to keep in step with 
public opinion. I believe that the over- 
whelming majority of British people 
hold the chancellor of the exchequer 
accountable for the government's 
stewardship of the nation’s monetary 
and economic policies. They are just 
not ready to accept that decisions on 
interest rates, so important for family 
budgets here, and on inflation should 
rest with an unaccountable group of 
central hanks. They are not ready to 
remove control over rates of taxation 
and over budgetary policies from Par- 
liament. 

That is why we have proposed a 
parallel or common currency rather 
than a single currency, so that you 
leave people the choice of whether to 
go on using their national currency or 
gradually to make greater use of the 
Ecu. Freedom is about choice and let- 
ting markets work. 

There is much else that needs to be 
done in the Community 

• We need to complete the Single 
Market and to make sure that the 
Community's decisions are imple- 
mented by all member states before 
we move on to set new targets. 

• We need to open Europe's markets 
more to the developing countries for 
whom trade is tar more valuable than 
aid. This means we must be prepared 
to negotiate on the Common Agricul- 
tural Policy in the Uruguay Round. 

• When we come to the inter-govern- 
mental conferences, on both political 
and monetary union, we shall have a 
substantial number of proposals to 
make for improving the way in which 
the Community's institutions work. 

Britain’s future lies in toe Euro- 
pean Community: not on the fringes 
of it, but in the mainstream, as a 
powerful influence in its future devel- 
opment. I have a very dear view of 
what that future should be: a Commu- 
nity which is based on competition, 
enterprise, choice and free trade; and 
a Community in which the basic polit- 
ical rights of the people of this coun- 
try can continue to be exercised 
through Parliament rather than made 
over to a body beyond their control. A 
Co mmunity whose member countries 
freely co-operate more closely with 
one another, but clearly retain their 
national identity and accountability. 


LOMBARD 


Teenager’s guide 
to the UK’s RPI 


By Samuel Brittan 


U ntil recently it was 
simple to separate 
headline from underly- 
ing inflation rates. Non-parti- 
san analysts had only to look 
at the easily available figures 
of the RPI with mortgage inter- 
est rates removed. The arrival 
of the community charge or 
poll tax in the spring brought a 
further knock-on effect to com- 
plicate matters. The rise in oil 
prices in the late summer, fol- 
lowing the annexation of 
Kuwait, added a third. The RPI 
on its own is now hopeless as a 
guide to inflation. 

In any case no one will be 
able to dismiss a teenager's 
guide to the RPL starting now. 
as a piece of official apologet- 
ics. For the October RPI 
increase of 10.9 per cent on a 
year ago (unchanged from Sep- 
tember) is a peak. The Novem- 
ber headline figure will reflect 
the cut in mortgage interest 
rates which followed a reduc- 
tion in base rates. The effects 
of last autumn's increase in 
rates will also have disap- 
peared from the year-to-year 
comparison. These two influ- 
ences will be sufficient to take 
about 1 percentage point off 
the headline rate. 

The only influences which 
could prevent a continuing 
decline In subsequent months 
would be a further Gulf-related 
oil price explosion, or a run on 
sterling which Jed to an 
increase in base rates. Either 
event would come too late to 
affect the November index, 
which closed last Tuesday. 

The overwhelming probabil- 
ity is that, in the months 
ahead, a focus on the core 
inflation rate will be more use- 
ful for the opposition than for 
the government (any govern- 
ment). The Treasury’s new 
forecast shows the headline 
rate of inflation halving to 5% 
per cent by the first quarter of 
1991. The core inflation rate is 
likely to tall tar more than the 
headline rate and end up below 
it 

The table divides the head- 
line RPI rate into components. 
Some 1.4 percentage points is 
accounted for by the rise in 
mortgage rates. Another 1.1 
points arises from the commu- 
nity charge - not the full 
char ge, but the increase com- 
pared with the local govern- 
ment rate it replaced. Finally, 


Contributions to UK RPI: 
October 1990 
(Year-on-yaar henna l) 

Core rate 

T.5 

Oil prices 

0.9 

Community charge 

1.1 

Mortgage interest 

1.4 

HEADLINE RATE 

10.9 

Source: CSO 


some 0.9 points are accounted 
for by the rise in oil prices 
triggered by events in Kuwait. 
After these deductions the core 
rate comes to 7.5 per cent. 

How legitimate are these 
deductions? ft depends on 
whether one is trying to mea- 
sure the value of money or the 
standard of living. The out- 
standing candidate for deduc- 
tion is the community charge. 
For if income taxes are 
excluded from tbe RPI. why 
should the poll tax be 
included? 

The deduction of mortgage 
interest gives rise to emotional 
opposition. Yet inflation is not 
the same kind of burden as a 
high rate of interest; and the 
inclusion of mortgage interest 
tends to deter governments 
from tightening monetary pol- 
icy because of the headline 
impact. Oil might be more 
debatable. 

Nevertheless, a large politi- 
cally induced increase in 
prices, likely to be either once- 
far-all or even reversed, is not 
a good guide to underlying 
changes in the value of money, 
especially with non-accommo- 
dating monetary policies. 

What all the distorting items 
have in common is that they 
hit the index with a bang, and 
then just as suddenly drop out 
of the 12 monthly comparison. 
They create a roller-coaster 
graph, and alternating compla- 
cency and alarm. 

Indeed, hysteria about the 
headline rate has drawn atten- 
tion away from the real source 
of worry. That is toe rise of 
nearly 2 percentage points in 
just over a year in the core 
rate of inflation. It is this 
which justifies the decision to 
use a moderately high entry 
rate into the ERM to exert 
some downward pressure and 
to be more hesitant to take 
anti-recession measures than 
output and employment indica- 
tors would otherwise suggest. 
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Leadership tests for President Bush 


* 


From Mr WUUoml&tze- 

Sir, The US should join other 
OECD nations in committing 
itself to the stabilisation of car- 
bon dioxide amMam at cur- 
rent levels by 2000 or shortly 
thereafter, as I have argued at 
greater length in my report. 
Greenhouse Warming; Formu- 
lating a Convention, (published 
by Chatham House). Its refusal 
to do so at the recently con- 
cluded Second World Climate 
Conference makes no sense 
economically orjoBticaHy. 

The greenhouse wanning 
issue presents President 
George Bosh with an unparal- 
leled opportunity to reassert 
leadaiship and to position him- 
self for 1992. 

He two key dements of any 
US response to greenhouse 
wanning are domestic energy 
pokey and assistance to east- 
ern Europe and developing 
countries, in both cases green- 
house wanning provides a jus- 
tification tor iwplpwwnting pol- 
icies which are needed in any 
event. 

With, respect to energy pol- 
icy, the US needs to reduce its 
overall energy consumption, 
and in particular Us consump- 
tion of fossa tools, fte both eco- 
nomic and noncUmate related 
environmental reasons. By 
Improving energy efficiency 
and shifting to aless carbon-in- 
tensive fuel rat* , toe US would' 
decrease Its dependence an 'for- 
eign afl, improve its industrial 


competitiveness and reduce 
local air poUntion. ; 

The' electricity sector is 
already making progress 
towards those objectives by 
adopting demand-ride manage- 
ment and least-cost energy 
planning. For the transport 
sector to make similar prog- 
ress, we need a combination of 
higher petrol taxes, stricter 
fuel-efficiency standards and 
point-tf -purchase incentives to 
buy fDBkffident vehicles. 

The president should incor- 
porate all three into his 
national energy strategy. Any 
short-term drag on the econ- 
omy and regressive effects 
associated with energy tax 
Increases could be minimised 
by using w h a t ev e r potion of 
the tax revenues is not 
required for deficit redaction 
to reduce federal income taxes 
paid by low-income Americans. 

With respect to eastern 
Europe and developing coun- 
tries, the US needs to join 
western Ebrope and Japan in 
providing assistance to help 
improve both their economire 
and the quality of their envi- 
ronments. The administration 
teas already taken small steps 
in this direction by joining the 
west Europeans in joint initia- 
tives towards eastern Europe, 
forgiving official debt to the 
poorest African countries and 
helping Mexico implement a 
debt reduction plan- 

Much more needs to be done. 


however, particularly to deploy 
energy efficient technologies 
and to promote conservation of 
natural resources. (Sven bud- 
getary constraints, toe US and 
other donors wDl have to be 
creative in using their contri- 
butions to obtain parallel com- 
mitments from multilateral 
institutions, host co un try gov- 
ernments mid the private sec- 
tor. 

As president of the Alliance 
to Save Energy and former 
deputy assistant secretary of 
state for environment, health 
and natural resources, I believe 
President Bush will have no 
choice but to commit the US to 
both elements at the 1992 
United Nations conference on 
environment and development. 
He will not be able to with- 
stand strong public pressure 
from toe whole international 
community to join In a 
common effort to address 
greenhouse warming, particu- 
larly in a presidential election 


The real question is whether 
be will see the opportunity for 
leadership early enough to 
influence the international 
response. His political future 
and place in history partly 
hinges on the answer to this 
question. 

William Nitze, 
president. 

Alliance To Save Energy, 

1725 K Street NW, 

Washington DC 


Design, quality and performance also count 


From Mr hxrr Owen. 

Sir, By that price 

alone determines- competitive- 
ness in a market economy, 
Austin Mitchell (Letters. 
November 5) does a grave dis- 
service to toe many successful 
British companies investing 
profitably in' non-price factors 
such as improved design, qual- 
ity, performance and reliabil- 
ity. He also gives succour to 
the “can't afford to do things 
well" school of management 
stffl too prevalent in the UK 

Price is, of course, the domi- 
nant influ ence hi commodity' 
type products, but inc re a singly 
these are bring manufactured 
in . low-cost countries. 
Advanced co u ntries must con- 
centrate progressively on 
higher-value products tailored 
to specific markets. Many com- 
panies and individuals do not 
choose the cheapest products, 
rather ftefr d»i is based 
on value for money. Inv est- 
ment in non-price factors can 


pay handsome dividends. 

Resear ch by toe Open Uni- 
versity into the benefits and 
r vurfg of investment in design 
- results of which are 
included in toe Design Coun- 
cil’s booklet. Design and toe 
Economy - shows that 89 per 
cent of the implemented desig n 
projects examined were profit- 
able, with toe average payback 
period for toe total project 
costs bring is mont hs. 

The lesson to be drawn from 
the many successful manufac- 
turers in Japan and Germany 
jg that camnnfinent to new and 
better products (often, espe- 
cially tn the case of Germany, 
associated with significantly 
higher prices) can and does 
win and expand markets. Their 
response to strong and appreclr 
ating currencies has been to 
invest in technology, design 
and redesign to ensure high 
quality, cost-effective products 

and to invest in edocataonand 
training to produce a skilled 


labour force. 

From time to time, UK man- 
ufacturers have indeed been 
damaged by sudden, sharp 
rises in sterling which, practi- 
cally overnight, can destroy 
file competitive edge of compa- 
nies whose only weapon Is 
cheapness- But the sad truth Is 
that sterling has been progres- 
sively losing value against the 
c^ r mr iriwn of our serious com- 
petitors for 25 years with only 
short and relatively small 

breaks in the trend. 

The only way that high-wage 
countries can survive is by 
increasing the knowledge base 
and adding value to their prod- 
ucts. This, in turn, requires 
investment in good time s and 
Advocates of competitive 
devaluation condemn the UK 
to a low-wage, low product 

development status. 

Ivor Owen, 
director general. 

The Design Council, 

2S Saymarket, SW1 


The Howe 
and why 
about Emu 

From Mr Adam Fergusson. 

Sir, Does not your somewhat 
chaotic editorial comment 
(“The choice before the UR," 
November 15) misconstrue Sir 
Geoffrey Howe’s remarks in his 
resignation speech about eco- 
nomic and monetary union 
(tone) and the hard Ecu? 

The burden of his remarks 
was, it seemed to me, the folly 
of isolating ourselves from the 
mainstream of European dis- 
cussion. You state that Sir 
Geoffrey pointed to the hard 
Ecu proposal as “a compromise 
acceptable tn the government 
and sellable in Europe". He did 
not that had been its purpose 
and why he had supported it 
But as he spelt out there was 
grave danger that the bard Ecu 
was “becoming untenable". 

This, he said, was because 
the prime minister had ruled 
oat from the start any compro- 
mise on tbe basic components 
our 11 partners believed in - 
“a single currency, perma- 
nently fixed exc h a ng e rates, a 
central bank or a common 
monetary policy". Her threat 
to veto “any arrangement 
which jeopardised the ponnd 
sterling” meant he said, not 
that we could block Emu, but 
that others could go ahead 
without us. And her casual 
remark that she did not con- 
sider people would want to use 
the hard Ecu anyway led to the 
all too riifitt-ng metaphor about 
the broken cricket bats. 

Nor does careful reading of 
the transcription of Sir Geoff- 
rey's speech in your issue of 
November 14 reveal that he 
was less than dear about Emu. 
His repeated Insistence on 
fcaqping options open confirms 
that he is of the “yes, maybe" 
school, rather than of the “no" 
or the "yes, regardless". The 
important thing was “to hold 
and retain a position of influ- 
ence in this vital debate" lest 
we leave ourselves "with no 
say in the monetary arrange- 
ment that the rest of Europe 
chooses for itself*. 

Your editorial ended by 
implying that Sir Geoffrey was 
among those who ignored the 
issue of the transfer of power 
which Emu could entail. That 
suggestion seemed singularly 
TntopiqpoH about someone who 
has spent so much effort expos- 
ing the realities and confusions 
about the nature of sover- 


Fergusson, 

15 Warwick Gardens, W14 
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borrowin' 




With the additional problems and risks 
associated with high interest rates the last thing 
a company needs is to increase its borrowing 
For growing companies the problems are even 
more acute. 

International Factors can actually reduce 
your borrowing costs by speeding up your debt 
turn and eliminating the time spent chasing 
payment We will also free you from worry about 
bad debts. We will credit check all new and 
existing customers on your behalf and then 
guarantee to pay 100% of credit approved sales. 
We will even look after the administration of your 
sales ledger so you can concentrate on running 
your business. 

With eleven offices throughout the UK and 
twenty five associated companies world-wide, 
staffed by professionals, we’re ready to look after 


your needs both in the UK and internationally 
Find out how our range of services, supported by 
Factel our on-line information service, can 
become a major iactor in your success. 

Call David Richardson now on 0273 21211 
or Freefone 0800 521371 -and make sure the 
only thing you aim to cut this year is your 
borrowing cost 


International 
Factors 

The perfect partner for the growing business 

A fowidfr member o/lhi Associahrm of' British Factors <mt Discounters. 



Intemaikmal factors Limited. Sovexei&i House. Church SLreet, Brighton BN1 3WX 
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Peter Marsh reports on the debate which surrounds the parallel European currency 


BRITAIN will today make 
another effort to win support 
from other European countries 
for its plan for a new parallel 
European currency, the 
so-called hard Ecu. 

Mr Francis Maude, the finan- 
cial secretary to the Treasury, 
will discuss Bri tain 's proposal 
at a one-day meeting of Euro- 
pean Community finance min- 
isters in Brussels. 

The indications are, how- 
ever, that Mr Maude will have 
a tough time. Britain has 
encountered a barrage of scep- 
ticism since proposing five 
months ago the bard Ecu, to be 
administered by a new Euro- 
pean Monetary Fluid (EMF). 

While some European Com- 
munity governments have 
expressed lukewarm interest in 
the proposal, a number of com- 
mentators have branded the 
scheme as unworkable and a 
diversion from the main dis- 
cussion about European eco- 
nomic and monetary union 
(Emu). The European Commis- 
• sion and the German Bundes- 
bank have weighed in with 
their own cr iticis ms. 

The final crunch will come 
for Britain next month at an 
intergovernmental conference 
in Rome to discuss the detailed 
timetable for Emu, stage two of 
which is due to begin in 1994. 

At that meeting, Britain will 
come under pressure to adapt 
its hard Ecu proposals to meet 
the objections: or scrap the 
idea altogether. 

Under Britain’s plans, the 
EMF would be owned and run 
by the central banks of the EC 
states. In the first of its two 



The Bundesbank's Earl Otto Pohl (left) - an opponent Francis Maude must win over 


roles, it would act as a trea- 
sury authority, issuing hard 
Ecus in exchange for national 
currencies from EC countries. 

The Ecus would carry a 
guarantee that they could 
□ever be devalued. They could 
be used as a parallel currency 
in company transactions and 
loans. The EMF would also act 
as a discip linar y agent, trying 
to stop lax, inflationary poli- 
cies through financial penal- 
ties. 

Doubts about the EMF/Ecu 
proposals centre on a number 
of points: 

• Terms of reference. The UK 
has been vague about when 
the EMF would intervene to 
force countries to buy back 


their devaluing currencies or 
how lax monetary policies of 
individual member states 
would be defined. 

One Idas is to agree 
points in advance. Thus coun- 
tries which had budget deficits 
beyond a certain proportion of 
national income would be 
deemed to be running a lax 
policy, at which point fines 
would be imposed. 

• Political powers. The EMF 
would operate in what Mr Karl 
Otto Pbhl, president of the Ger- 
man Bundesbank, has miM a 
“grey area” in between 
national monetary policies and 
the full-scale operation of a 
European central bank. 
According to the hopes of some 


nations, the central bank 
would control European mone- 
tary policy and administer a 
new, single currency. Mr Pbhl 
says the EMF would lead to 
unworkable compromises and 
has opposed the idira 

• The UK's motives. A senior 
UK banker associated with the 
hard Ecu proposal says it is “a 
marvellous diversionary tac- 
tic”. He means that the hard 
Ecu is partly a device for pro- 
longing the Emu debate, in 
support of Britain’s position 
that Europe should not rush 
into establishing a new mone- 
tary framework. 

• T.'mh with basket Ecu. The 
hard Ecu would be separate 
from the existing basket Ecu, a 


notional currency created more 
than a decade ago and which is 
based on the average weight- 
ings of the main European cur- 
rencies. The two Ecus would 
be defined differently, but 
nonetheless might i«ad to con- 

tuStOTL 

0 Timetable to a dng ia cur- 
rency. Many industrialists sup- 
port the idea of a single, rather 
than parallel, c ur rency for use 
across Europe as this would 
hpip trading across the conti- 
nent Ultimately, the European 

PnmmliiiHnn plana that frhw bas- 
ket Ecu will form the basis of 
this new currency in stage 
three of Emit Britain says its 
hard Ecu could lead to a single 
currency, depending on how 
much it is used, but is vague 
about how thiq mi ght happen 
• Link with the European 
central hank Britain hag not 
spelt out how the EMF would 
operate in conjunction with 
the central bank. The fund 
could either be a separate 
organisation, be a part of tha 
central bank, or evolve into it 

One possibility over the next 
few weeks is that Britain 
decides to blend some of its 
fataag about the hard Ecu with 
some of the existing concepts 
from other EC countries about 

gtwwgthmhig the haglrwt ECU. 

In this way, according to 
some observers, the basket Ecu 
and the hard Ecu could come 
together. 

Dropping the hard Ecu and 
replacing it with another 
name - the “tough Ecu” per- 
haps - might be one way for 
Britain to avoid Isolation in the 
Emu debate. 


FRENCH POUTICAL CRISIS 


Rocard faces close vote of censure 


By Ian Davidson and George Graham in Paris 


FRANCE'S socialist 
government today faces its 
most serious political crisis 
since coming to power two and 
a half years ago. 

The cabinet of Mr Michel 
Rocard runs the risk either of 
parliamentary defeat or of 
being removed by President 
Francois Mitterrand. 

The odds seem balanced in 
favour of Mr Rocard defeating 
a censure motion laid down by 
the opposition In the National 
Assembly, but the vote will be 
the tightest of the nine censure 
motions since he was 
appointed by Mr Mitterrand in 
1988. For the first time, the 
Communist Party has decided 
to join the right-wing opposi- 
tion by voting against the gov- 
ernment 

Nevertheless, speculation is 
rife in the political establish- 
ment. on the left as well as on 
the right that he will survive 
by such a narrow margin that 
Mr Mitterrand may take the 
opportunity to choose another 
prime minister. 

The government already had 
troubles enough. The slow- 
down in world economic activ- 
ity has brought with it a threat 
of rising unemployment a sus- 
tained opposition attack on Mr 


Henri Nallet the justice minis- 
ter, attempting to associate 
him with illicit political fund- 
raising, appears increasingly 
embarrassing for the govern- 
ment and the reform in the 
funding of the social security 
system - the immediate cause 
of tonight's censure motion 
- still feces widespread oppo- 
sition from trade unions. 

In the student protest move- 
ment which twice last week 
shook Paris with large-scale 
demonstrations, Mr Mitterrand 
has been widely viewed as 
aggravating the government’s 
difficulties by encouraging the 
demonstrators to maintain 
their demands. 

Mr Rocard, just returned 
from the coronation of 
Emperor Akihito in Tokyo, had 
to open his chequebook, as he 
did this summer in the face of 
angry farmers, and promise 
FFr4.5bn ($900m) to renovate 
schools. 

The Elysee Palace firmly 
denies that Mr Mitterrand has 
any desire to see Mr Rocard 
fell. Officials add that if he 
wishes to replace the prime 
minister, he has no need to 
engineer a government crisis 
to do so. 

All the same, politicians and 


journalists from right and left 
have reacted with shock to 
what has been widely seen as 
yet another instance of his 
recent tendency to curry popu- 
larity by siding with protest 
movements against the govern- 
ment. 

Mr Mitterrand has been 
thought to be behaving for all 
the world as though he were 
back in the 1986-88 period of 
“cohabitation”, when the 
defeat of the socialists in a par- 
liamentary election allowed 
him to disown responsibility 
for the policies of the conserva- 
tive government of Mr Jacques 
Chirac. 

“The president of the repub- 
lic is, decidedly, the champion 
of the hospital pass. As soon as 
a ball seems likely to burn his 
fingers, he dispatches it, with 
or without elegance, in the 
direction of the prime minis- 
ter," commented Mr Georges 
Suffert in the Figaro, a conser- 
vative daily. 

“When reforms work, it is 
Francois Mitterrand who takes 
the glory; when they get bog- 
ged down, it is someone else’s 
fault," complained Mr Serge 
July, editor of the left wing 
Liberation. 

Mr Mitterrand's action has 


been seen as an attempt to 
reverse the results of the 
socialist party congress at 
Rennes in March. Then, an alli- 
ance between Mr Rocard and 
Mr Lionel Jospin, the educa- 
tion minis ter, and Mr Pierre 
Mauroy, the old school party 
secretary, defeated an attempt 
by Mr Laurent Fabius, the 
youthful ex-prime minis ter 
who is Mr Mitterrand's favour- 
ite, to win control of the party. 

Despite his problems. Mr 
Rocard still appears to be in 
the strongest position for the 
socialist presidential nomina- 
tion when Mr Mitterrand’s sev- 
en-year term expires in 1995. 
His popularity in the country, 
unusually high for a prime 
minister at mid-term, would 
probably suffer little from a 
dismissal 

Mr Rocard’s aides, in any 
case, believe that when they 
have defeated the censure 
motion, as they confidently 
expect to do. the prime minis- 
ter’s position will be 
reinforced. 

"The Mitterrand-Rocard mar- 
riage is a marriage of reason. It 
has its calm periods and its 
more litigious periods, but it is 
the solidest form of marriage,” 
one adviser said. 


Japanese ruling party governor ousted 


By Ian Rodger in Tokyo 

A CANDIDATE representing 
an alliance of left-wing parties 
last night ousted the incum- 
bent Liberal Democratic party 
(LDP) governor of Okinawa 
after an election campaign 
fought largely over the 
national government's aborted 
plan to send soldiers overseas 
on peacekeeping missions. 

Pacifist sentiment is espe- 
cially strong in Okinawa, the 
only substantial part of Japan 
invaded by US forces during 
the Second World War. Some 
200,000 people lost their lives in 


the spring 1945 battle there. 

Mr Masahide Ota. a former 
newspaper editor and univer- 
sity history professor, won 52 
per cent of the votes, removing 
the LDP from power in Oki- 
nawa after 12 years. 

Mr Ota benefited from cam- 
paign visits by national leaders 
of the three main non-Co mmu- 
nist opposition parties, all vig- 
orously opposed to the sending 
of forces overseas. By contrast, 
the LDP in the prefecture tried 
to distance itself from the 
national party, and Mr Toshiki 


Kaifu and other national party 
leaders cancelled planned cam- 
paign visits. 

Mr Ota also campaigned for 
a reduction of the massive 
presence of US forces in Oki- 
nawa. which is strategically 
located in the East China Sea 
between the Philippines. 
China, and Japan’s central 
islands. The bases occupy 
about 20 per cent of Okinawa 
and the US military uses the 
island as its main staging point 
in the western Pacific. 

Much of this land is leased 


from local residents on con- 
tracts that come up for 
renewal in 1992, and the pre- 
fectural government under Mr 
Ota is expected to encourage 
people to resist renewaL 
• Mr Ota also criticised Mr 
Kaifu’s plan to send troops to 
the Gulf, Reuter adds. The 
plan was abandoned earlier 
this month but Okinawans 
strongly opposed the proposal. 
Mr Ota’s victory not only puts 
a question mark over the 
bases' future, but may damage 
Mr Kaifu’s ties with the US. 


Arms deal overshadowed 


Continued from Page 1 
destruction of large numbers of 
Soviet tanks , armoured combat 
vehicles, artillery, combat air- 
craft and helicopters. 

But the treaty has already 
been overtaken by political 
events in eastern Europe and 
the Soviet Union. Within a rel- 
atively short period all Soviet 
forces are likely to be with- 
drawn from eastern Europe. In 
the meantime, the Soviet 
Union has caused some con- 
cern among western govern- 
ments by withdrawing many 
weapons east of the Ural 
mountains, and thus minimis- 
ing the obligation to destroy 
excess weapons inventories. 

On the western side, the OS 
and Britain are transferring 
large quantities of weapons to 


the Gulf and it is unclear 
whether they will ever be 
returned to Europe. Mean- 
while. it has emerged that vir- 
tually all of Na to’s reductions 
under the CFE treaty will be 
met by the destruction of 
weapons belonging to the for- 
mer East Germany. 

With the dissolution of the 
Warsaw Pact in prospect, Mr 
Gorbachev is expected to por- 
tray this week’s summit as the 
first manifestation of a new 
security structure for the 
whole of Europe. While west- 
ern governments strongly sup- 
port the new Helsinki arrange- 
ments, few believe in collective 
security, and none consider 
that pan-European structures 
should replace western defence 
pacts, such as Nato. 


Iraq offers hostage deal 


Continued from Page 1 
used to justify the military 
build-up in the Gulf. 

Mr Bush mentioned the Gulf 
crisis in every public statement 
he made. He said that ‘just as 
a new Europe must look 
beyond its borders, so, too. 
must a united Germany take 
responsibility for leadership in 
aur commonwealth of nations. 
If we conclude that these chal- 
lenges are not everyone’s con- 
cern. then we put at risk every- 
thing we have achieved.” 

After meeting Mr Bush, Mr 
Kohl reaffirmed the general 
objectives of resisting Sad dam 
Hussein's aggression and 
restoring “respect for Interna- 
tional law ” but he offered no 
endorsement of the possible 
use of force. 


Instead, the chancellor 
stressed that the release of all 
hostages was “very important" 
for all future talks. Earlier in a 
radio interview, Mr Kohl 
warned that those urging mili- 
tary action should look to the 
possible consequences. 

During his talks with Mr 
Kohl, Mr Bush pressed for 
progress to end the current 
stalemate in the Uruguay 
Round trade talks, where there 
Is a strong dispute between the 
US and Germany over the scale 
of the possible reduction in 
form subsidies. 

No mention was made In 
their concluding public state- 
ments of direct humanitarian 
aid for the Soviet Union this 
winter, as has been endorsed 
by the Bonn government 


European 
steel sector 
retains 
protection 

By Charles Leadbeater in 
London and Lucy Kellaway 
in Brussels 

SIR Leon Brittan, the EC 
competition commissioner, has 
given up his battle to scrap the 
Treaty of Paris, under which 
the European steel industry 
has enjoyed considerable pro- 
tection for the last 40 years. 

Hie Commission has instead 
recommended that the treaty 
- which forms the basis of the 
European Coal and Steel Com- 
munity - should be main- 
tained until its expiry date in 
2002, but in the meantime 
should be revised so that it 
gradually dovetails with the 
Treaty of Rome. 

Sir Lean had argued that the 
steel industry, which is now 
profitable, should no longer be 
singled oat for special treat- 
ment, and thqt the same rules 
should apply to steel as to all 
other industries. 

However, the proposal 
proved unpopular not only 
with other commissioners but 
also with the ECSC. The indus- 
try is only in favour of ma k in g 
limited changes, such as phas- 
ing out the steel levy, which 
would work in its interest 

The Commission’s proposal 
that implementation of article 
58, the most controversial 
article »mdgr which the mani- 
fest crisis measures of the 
1970s and 1980s were intro- 
duced, should be ruled out 
because of the “improvement 
in the competitiveness of 
undertakings and the partially 
negative results of the produc- 
tion quota system”. 

Price rules imposed under 
article 60, which most produc- 
ers agree are irrelevant, could 
be replaced by articles 85 and 
86 of the Treaty of Rome, the 
commission proposed. 

On the other hand the ECSC 
argued that the Commission's 
powers to gather information 
directly from steel companies 
might be usefully ex tende d to 
other sectors. The Commission 
also recommended that the 
levy an steel producers, which 
helps to finance the ECSC, 
should be mainfeiiwwl 

The committee, made up of 
steel producers, users and 
trade unions, supports rather 
more limited changes to the 
treaty. Support for the treaty’s 
continuation until 2002 was led 
by the German producers, 
along with the the trade 
unions. However, the French 
producers, led by Osinor-Sad- 
lor, the largest steel company 
in Europe, abstained, along 
with British Steel- 

Steel producers do not 
expect the Issue to cmne up at 
the Inter -governmental confer- 
ences in December, but will 
only be discussed by the Coun- 
cil of Ministers in March. 
Brittan trails state aid; Page 6 
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the deficit 


The recent news from the UK 
corporate sector may have 
been far from encouraging. But 
if the official statistics on the 
corporate deficit are to be 
believed, it ought to have been 
worse again. As the Bank of 
England noted In its latest 
quarterly bulletin, the mount- 
ing debt incurred to finance 
this deficit has resulted in 
interest cover felling well 
below the levels of the last cou- 
ple of recessions. 

Hie Bank concludes, in its 
own inimitable way, mat this 
has increased the fragility of 
the company sector to the 
point where adjustment may 
become urgent This may be 
tough talk; but at the micro- 
level at least, the messages 
from the c or por ate sector are 
less dear-cut True, Burton has 
its dividend, gnd sev- 
eral other companies such as 
British Airways, S.G. Warburg 
and Unigate, disappointed by 
not increasing their pay-outs. 
Nevertheless, given the feet 
that next year is going to be 
even worse than this, the con- 
tinuing residence of dividend 
payments does not sit easily 
with a record corporate deficit 

Similarly, the latest growth 

in bank Vmdfng tO manq fa ^ i i r . 

ing industry was surprisingly 
sluggish, while equity issues in 
thp first 10 of thic year 

are running more than 25 per 
cent below the already 
depressed levels of the last am- 
ple of years. Of course, the cyn- 
ics would argue that thin only 
shows that the City, is not pre- 
pared to put up equity just to 

rop grr m mpany halanna sheets. 

However, when taken with the 
latest capital spending figures, 
it raises the question of why 
the corporate sector is taking 
so long to adjust to its record 
daflrit. 

Clearly, there Is worse to 
come; and it may be that com- 
panies have yet to grasp how 
bad 1991 is going to be. But so 
far at least, the paradox of a 

record ftnanrial deficit and a 

very low net borrowing 
requirement supports Nomu- 
ra's view that the corporate 
sector's financial problems 
have been exaggerated. For 
equity investors, it will pay to 
be discerning, ff inflation, 
really can fell to 5 per cent 
next year and the current mar- 
ket yield of 5.6 per cent can be 
held unchanged through 1991, 
it all starts to look a ttr active . 

France 

The latest mini-crisis in 
French politics has come at an 
awkward moment for the econ- 
omy and the markets. With 
France’s annual inflation rate 
still behaving itself at JL3 
cent, only a shade higher " 



1988 87 88 89 


Germany’s, by rights the Bank 
of France should not be flinch- 
ing from another interest rate 
cot, "to follow October’s small 
reduction. Especially so, since 
most economists’ forecasts for 
ecanonde growth in 1991 have 
now been cut back to around 2 
to 225 per cent, some surveys 
show HiwwTwaB wunfttonffp at jttS 
lowest since 1987, and corpo- 
rate earnings are now under 


Hence the u nfo r tunate tim- 
ing of today's vote in the 
National Assembly on a no- 
confldence motion against Mr 
Rocard, the prime minister, 
arising from ms pfamwi social 
security reform. Until 10 days 
or so ago, the main tiling 
delaying another French Inter- 
est rate cut was the strength of 
the D-Mark. Now there is the 
added problem of political 
uncertainty, symbolised by last 
week’s student riots in Paris, 
and by today's events. For the 
fixed-income investor, this is 
not alarming; at nearly 7 per 
cent, French real bond yields 
are looking ready to fall Far 
equity i n vestors, it Is more of a 
worry. At the^enffof 1989. ten 

had netbalance sheet gearing 
of 75 per cent-plus, and in. 
many cases borrowings will 
have risen stiff further. 

Oil companies 

A month ago, the off sector 
was comfortably outperform- 
ing the UK equity market 
Since then it has fallen by 
more than 10 per cent from its 
relative peak, partly on a tech- 
nical reaction when the yields 
on the Mg companies dropped 
below the market In Europe 
and the US, oil company shares 
have marked time or gone 
backwards. In France, Total 
pulled a planned rights issue 
because of market weakness. 

Take also the reception 
given last week to Enterprise 
Oil's MWTwnTnnpTnpTTt of a strike 
in ffs Vietnam field. Granted, 


the news was carefully down- 
beat Oil there may be, but it 
will take years to appraise its ; 
commercial potentiaL Never- 
theless. a two-day gain of 4p 
was a less than euphoric reac- 
tion. 

With crude prices stiff well 
above their levels before the 
Gulf crisis, such widespread 
lack of investor enthusiasm 
appears strange. There are 
only partial explanations. 
First, in recent weeks UK insti- 
tutions have been asked to 
swallow £L3bn of equity in the 
independent producers, includ- 
ing ICTs tedding in Enterprise 
and Klein wort’s notorious Pre- 
mier stake. The feet that the 
shares were placed at all says 
as much about the quality of 
the companies’ management as 
about the feet that investors 
had tripled their money to the (. 
independents in the three 
years since October 1987. 

Also hang in g over the sector 
overall are nagging worries 
over the glut of assets up for 
sale. Most obvious here is 
Union Texas; but the Gulf cri- 
sis also triggered a wave of 
offerings in the North Sea as 
the big companies looked to 
trim their second-rank assets. 
This is depressing the 
short-term outlook. But given 
that the off companies are still 
likely to be growing their divi- 
dends by more than inflation 
and fester than the market, the 
slowdown in their shares 
seems .overdone. 

Xmas rally 

It Is getting to that time of 
year again when fund manag- 
ers give up on the fundamen- 
tals and pin their fedtb on the 
traditional year-end rally, 
Since 1962, the UK equity mar- 
ket has risen in the final quar- 
ter of the year on 19 occasions, 
and many manag ers are con- 
vinced that November tends to 
be the best month of the year. 
Indeed, with this week's 
impact day for the regional 
electricity distributors, the 
more optimistic may even be 
hoping that the authorities can 
engineer some sort of rally 
with another cut in base rates. 

There are various theories 
for these rallies. There may be 
an element of window-dressing 
by some institutions; others 
may be Investing ahead of a 
seasonal peak in their inflows; 
and the more generous fund 
managers may just be thank- 
ing their favourite brokers for 
a good Christmas party. There 
is no easy explanation for the 
phenomenon. But even if it 
happens this time, it will have 
to be dramatic to prevent 1990 . 
being the first down year in 
the past 15. 
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more output 


L&as Outlay on cqi bnpresBwe 
range of modern, purpose built 
industrial units and serviced 
land. DojelopmentpUag, from 1 
to 50 acres, are available now as 
are industrial units fiomZjOOO to 
50,000 sq, ft; all at attractive 
rental levels. 

More Output from . an 
adaptable, skilled workforce 
that's in tune with modem 
inorkvigpractiseand employers' 
needs 

fitst d ual carriageway links to 


the national motorway network • 
bring Manchester Airport within 
forty mlnutesdrioe. CtwytTs first- 
class communications and 
financial aid for qualifying 
prefects combine to ensure 
maximum, output fiirminimiun 
outlay. 

Tty Bad. out more about 
Cfayd contact the Clwyd 
Industry Tfeaza, Clwyd 
County Council, Shirt » Hall 
Mold, Clwyd CH7 SNR Tfet 
ax 0352-700321. 



SEND FDR THE ' 
CLWYD FACT PACK 
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Mixed results for 
Tokyo traders 

Japan's bis general trading houses are owed a 
total of Y370bh ($2.85bn) by Iraq and Kuwait, 
hut they say Japanese government trade Insur- 
ance will cover most of that The houses 
reported miked results tor the six months to 
are^Saptemhar. Raga.23' ... 


backseat 

While toe rest of Britain 
was mesmerised by a 
challenge to Margaret 
Thatcher’s (tatty trader- 
ship last week, the gilts 
market was more inter- 
ested in hard economic 
realities. A drop in base 
rate is almost certain, 
according to. the gilt 
market, regardless of 
how the Conservative 
party's leadership con- 
test turns out Page 24 


Intellectual in the pink 

Vaclav Klaus is an intellectual turned populist : 
barnstormer; Czechoslovakia's finance min i& 
ter won the highest vote of any Civic Forum. ' 
candidate in the June electrons, alter weeks of 
campaiglng in a ministerial Tatra car painted 
pink. John Lfyod talks to toe man many point to. 
as Czechoslovakia’s nrat prime minister about' 
his vision lor economic reform. Back Page 

Tis the season to be joHy 




A rare glow of festive cheer wanned toe bond 
markets last vmek. The wideiy-^mt^patfid eas- 
ing in interest rates is only partly responsible 
tor toe high spirits, There is a growing sense ... 
that the fnfiationaiy peaJc has been passed and 
that recessionary forces are now firmly 
entrenched in toe US;.:ftiictf Taft reports on toe 
outlook tor yields. Page 24P : ' 
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Smurfit in Brent Walker debt deal 


By. Clare Pearson in London 

JEFFERSON Smurfit, the Irish 
papier and packaging group, and 
its chairman, Mr Michael Smur- 
fit; have emerged as significant 
backers of Brent Walker, the 
financtafiy-stretched UK leisure 
.group, by buying about 2S per 
cent of a £100m (5196m) bond 
issued to refinance its debts. 

Jefferson Smurfit also con- 
firmed yesterday that it had 
agreed, tq form a joint venture 
company with Brent Walker to 
develop leisure interests in 

• Ireland; 

• Mr Smurfit is personally sub- 
scribing for £iOm of the £103-3m 
bend, which is convertible into 


Brant Walker's ordinary shares, 
while his company is taking 
£15m worth. 

The deal gives Jefferson Smur- 
fit the right to appoint a director 
to the Brent Walker board. Full 
conversion of the £25 in would 
give investors just over 10 per 
cent of the enlarged equity. 

In a separate weekend develop- 
ment. Brent Walker posted long- 
awaited details of its new bank- 
ing arrangements to sharehold- 
ers, who are also being offered 
the chance to buy the bond. 

This document shows the 
bwnka have demanded Brent 
Walker should pay interest on its 


loans at a level much higher than 
normal, reflecting its pressing 
need for funds. 

It has agreed to pay ?. 25 per 
cent over the London interbank 
offered rate, the benchmark at 
which banks lend to each other 
in the interbank market 

This document also reveals 
that the company underesti- 
mated its borrowings by some 
£70m when it published hastily- 
compiled listing particulars for 
the bond last month. These had 
shown indebtedness, excluding 
£50m contingent liab ilities, of 
about £l.4bn. 

Jefferson Smurfit’s commit- 


ment to invest in the bond dates 
back . to September. But the 
pledge was not revealed then, as 
it was made through Svenska 
International one of six placees 
who agreed they would buy £66m 
of the issue. 

A Jefferson Smurfit official 
said yesterday £15m was well 
wi thin current limi ts on the 
amount the company had avail- 
able to spend without requiring 
shareholders' permission. 

The company already has a sig- 
nificant presence in the leisure 
industry in Ireland through pro- 
jects such as Straflan House, a 
country club and golf course in 


County Kildare, and investments 
in sports sponsorship. 

No details oT the joint venture 
with Brent Walker were available 
yesterday. 

Brent Walker's shareholders 
who wish to take advantage of 
clawback arrangements must 
apply by 3pm tomorrow after- 
noon. However, in his letter to 
shareholders Mr George Walker, 
chairman, says the the terms of 
the issue are ‘’commercially unat- 
tractive". The conversion price of 
140p, fixed before Brent Walker's 
recent sharp share price fall, 
compares with a closing price on 
Friday of 89p. 



Smurfit: significant backer 


Water groups splash out on new ventures 

One year after privatisation, many UK companies are diversifying abroad, reports Andrew Hill 
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T TIMES over the last 12 
months, Britain's 10 for- 
mer water authorities 
hav e looked like disgruntled 
body-builders searching for tests 
. of strength. 

A year ago this week, the 10 
companies were flexing their 
mnflripa on the public relations 
.platform. Amid the usual hollow 
‘ razzmatazz, Mr Michael Howard, 
.then environment minister, set 
the price far the share issues to 
privatise toe companies. Thirsty 
Britith and Intamutfemul inves- 
tors swallowed them. But since 
then, not a lot has happened. 

That is hardly surprising. 
Water, as the Industry never 
^stopped telling potential inves- 
tors, is a long-range business. By 
Christinas all the new quoted 
companies will have reported 
their half-year results - the first 
tatrcpeet . the period after flota- 
tion. But analysts warn against 
reading too much into the flg- 
ures, as six months is not a long 
tone for utilities which measure 
‘twr capital expenditure pro- 
grammes in decades. 

While the regulated utility side 
of their business is forced to 
march to a very slow tune, there 
hra been nothing to prevent the 
10 water companies from moving 
swiftly tq expand, their unregu- 
lated non-core actWities, with a 
varied degree of success. 

Among the failures, none has 
been more humiliating or more 
public than the £78m ($i52m) hos- 
tfla bid by Severn Trent, one of 
Britain’s largest privatised water 
groups, for Caird Group. The 
water company, chaired by the 
e x tro v ert Mr John Beliak, lapsed 
its offer for the waste disposal 
group last month after Caird cut 
its original profit forecast and 
made substantial extraordinary 
provisions against disposal losses 
and closure costs. Severn Trent's 
withdrawal left it with toe mlH- 
stone of a 29.9 per cent stake in 
Caird Group. 

The move angered competitors, 


who believed Severn Trent had 
damaged the public perception of 
the industry, and worried ana- 
lysts. They described the bid as, 
at best, an unfortunate mfojudg- 
ment, and at worst, the product 
of naive machismo. 

Mr Roy Watts, chairm an of the 
largest water company, Thames 
Water, was one critic of the Sev- 
ern Trent move. Both he and Mr 
Beliak had a reputation in the 
City of London before privatisa- 
tion as keen divers ifiers. 
Although Thames' ambitions 
seem to have calmed down in the 
last year, the group has had to 
work hard on its hugest venture 
outs ide th e regulated activities - 
the PWT water treatment busi- 
ness, bought from Portals Hold- 
ings for £30m immediately after 
flotation. 

Under provisions in the sale 
agreement, Thames is now claim- 
ing about half the purchase price 
back from Portals to cover a 
shortfall in the assets which it 
bought Thames says the clauses 
were written into the agreement 
to cover just such an eventuality, 
but some analysts seem more 
concerned. 

They are happier with water 
companies which have concen- 
trated on growing small non-core 
subsidiaries organically, from 
fish farming to cable televlsian. 
And those which have focused an 
operations close to the central 
business, such as laboratory ser- 
vices (selling analytical skills 
commercially) and plu mbing , are 
especially welcome. 

A year on, water companies 


give several reasons why they 
still wish to expand beyond their 
core utility operations. 

For one thin g, diversification 
offsets the regulatory risk inher- 
ent in the core business, and the 
political danger that the regula- 
tor will take a tougher line if 
influenced by an unsympathetic 


Labour government. 

“There must be a risk that any 
of the productivity gains we have 
been able to accumulate will be 
clawed back by the regulator 
when he decides in 1995 how 
[price-rise limits] should be set 
for the next five years," says Mr 
Roderick Paul, Severn Trent's 




L. 



chief executive, who describes 
the abortive Caird bid as “a set- 
back. not a change” in the 
group's strategy. 

He still wants to enhance the 
group's performance through 
diversification, principally in the 
waste disposal business and 
through operating contracts in 
developed non-UK markets such 
as Europe and the US. 

In that respect, Severn Trent's 
global ambitions differ from 
those of Thames, which has lim- 
ited its international role to con- 
sultancy and training services for 
water projects in developing 
countries. 

Its overseas subsidiary serves 
as a vehicle for spreading the 
Thames name worldwide. 

A year ago, observers specu- 
lated that the big UK water com- 
panies wanted to emulate 
France's largest private sector 
water suppliers. Compagnie Gen- 
erate des Eaux and Lyonnaise des 
Eaux (now called Lyonnaise des 
Eaux-Dumez) have built up inter- 
ests as diverse as funeral direct- 
ing, broadcasting and construc- 
tion. 

The French are also heavily 
involved in overseas operations 
- in Europe, the US and the Far 
East. In the last three years, 
three French water suppliers 
have made well-publicised bids 
for almost half of Britain's 
smaller private sector companies, 
and taken stakes in some of the 
10 former authorities. 

But most British water compa- 
nies are likely to prove less ambi- 
tious. They will opt for domestic 


fish 
fanning 


Boy Watts (left) of Thames and John Beliak of Severn Trent are still looking for ways to build on their companies strengths 


diversification into the civil engi- 
neering sector, which will help 
speed the water industry's enor- 
mous capital expenditure pro- 
gramme. 

North West Water has evolved 
its low-risk strategy during the 
last year and announced the 
£5lm acquisition of three water 
and waste water process compa- 
nies - based in the US, UK and 
the Irish Republic - at the begin- 
ning of this month. 

“The first benefit is going to be 
for our own programme.” says 
Mr Bob Thian. the group's chief 
executive. “[The acquisitions! 
enable us to do it faster and 
cheaper and be more certain of 
the results. But we expect that if 
we achieve the aim of technology 
leadership in the area, we would 
have a good [commercial] market 
position too." 

Most water companies admit 
with hindsig ht that they made 
“sensible noises” about non-core 
activities before privatisation 
because such muscle-flexing 
seemed to suit their newly- 
formed images in the City. 
According to analysts, that was a 
misconception and. in any case, 
the rigours of operating in the 
private sector and the collapse of 
the Severn Trent bid for Caird 
have banished it. 

The effect on Severn Trent's 
share price would have been 
enough to frighten most. Even 
the most critical analysts seem to 
agree that Severn Trent made a 
good case for buying Caird. But, 
having matched Thames Water’s 
share price performance against 
other water utilities and the mar- 
ket for most of the year, Severn’s 
shares took a turn for the worse 
once the bid was launched. Since 
the end of September, the shares 
i have slipped from 220p to about 

200p. 

The experience does not seem 
to have deterred the Midlands 
group. Like the other water com- 
panies, it is still looking for ways 
to build on its strengths. 


Economics Notebook: Wages and the ERM 

Belgium shows the pay path 


t 


EVENTS in Belgium rarely 
attract much attention in 
Britain, and this can he a pity. 

For after a week of dire news 
on the UK wages front, the 
British government and 
employers should be casting 
envious eyes in Belgium's 
direction- 

The country's employers and 
trade unions last week reached 
$ a national agreement on wages 
and working conditions for 
1991 and 1292 that will add just 
02 per cent on bop of the 'pre- 
vailing inflation rate to the 
country’s wages bill in each of 
the two years. 

The agreement is not bind- 
ing and its central element — 
an increase of BFr500 a month 
in 1991 and BF400 In 1992 to 
Belgium's current minimum 
monthly wage erf BF36JS56, or 
£617 and Si ,210 - applies to 
only a small minority of the 
work force. 

But the pact is expected to 
set the tone for settlements at 
company leveL Despite the 
impact of higher oil prices on 
inflation, nominal wage 
increases in Belgium look set 
to rise at less than half the rate 
of current British increases. 

I For those workers on mini- 
mum wages, the increases am 
other benefits agreed last week 
will mean real, inflation-ad- 
justed wage rises totalling 
about 2.7 per cent spread over 
the next two years. The signifi- 
cance of the pact for the bulk 
of Belgium’s labour force is 
that this will be a ceiling for 
their zeal pay rises. 

Wages in Belgium are 
indexed to the rate of trrflatiop, 
which is currently running at a 
relatively high annual rate of 
43 per cent because of the Gulf 
crisis. Long before Iraq 
launched its tanks a gain st 
Kuwait, the Belgian authorities 
#' were envisaging limiting the 
™ rise in nominal wage increases 
to 5 per cent annually. The 
new pact , means that there is a 
good chance that this goal will 
be achieved with real wage 


increases limited , to about 0.5 
per cent annually- •' 

Belgium's wage deal is rele- 
vant to Britain, now that the 
IE has become a follow mem- 
ber of the exchange rate mech- 
anism of the European Mone- 
tary System. 

Belgium and Britain have 
much in common, and similar 
industrial structures. Belgium 
was, after Britain/ the second 
European country to experi- 
ence the 19th century indus- 
trial revolution. Yet the wages . 
picture can hardly be more dif- 
ferent 

Last week’s Department of 
Employment figures showed 
that average earnings in 
Britain were rising at an 
annual, seasonally-adjusted 
10.25 per cent in September. 
Wages and salaries per unit of 
output in manufacturing rose 
by an anwua ^ 10-6 per ce nt th at 
month, producing a decline in 
productivity- 

October's unchanged annual 
inflation rate of 109 per cent 
probably marks the peak of the 
current inflation cycle. Yet this 
still triggered a 13.4 per cent 
pay rise at Ford under the 
terms of a two-year agree m e n t 
reached last year. That will be 
more than twice the nominal 
wage increases that ran be 
expected by Ford workers at 
the company’s Genk plant m 
Belgium. 

The bad news on ea rnin g s 
and productivity was released 
at the same time as October’s 
unemployment report, showing 
a 32^00 increase in seasonally- 
adj usted unemployment in the 

month. While Britain is enter- 
ing recession, Belgium is spar- 
ing to its forecast of about 3.7 
per cent growth this year- 

The of England hopes 
sharply rising unemployment 
will exert some downward 
pressure on UK wage 
increases. But experience 
suggests there is a lag of abote 
six months before a fell m UK 
inflation is translated into a 
fell in wage settlements. 


Even if the government's 
recent Autumn Statement fore- 
cast of 5Ji par cent inflation by 
the end of 1991 proves correct, 
it is likely that British wage 
increases in a year's time wfu 
still be far above those of the 
UK’s continental competitors. 

In these cftrannstances, the 
results for British industry of 
ERM membership could be 
painful indeed. 

The Belgian unions and 
employers explained that their 
wage deal was in the interests 
erf maintaining job security and 
Belgium’s international com- 
petitiveness. In particular, it 
reflected a decision by the Bel- 
gian gov er n ment and national 
bank that is in some ways sim- 
ilar, and just as important, as 
Britain’s decision to join the 
1SRM- 

Britain has subjected the 
pound to the six per emit fluc- 
tuation margins of the ERM 
after more than 18 years of 
floating. Belgium, meanwhile, 
has decided to bind its franc 
more closely to the Deutsche 
mark after 11% years of allow- 
ing it to fluctuate within the 
SL3S per cent narrow band of 
the EMS. 

The willingness of both sides 
of Belgian industry to take this 
move Into account in their 
agreement is doubtless an 
example that the Bank of 
En gland would like to see fol- 
lowed in Britain. 

But there are institutional 
differences that make the task 
of the Belgian authorities 
easier. Mr Aliens Verplaetse. 
the Belgian National Bank gov- 
ernor, is a protege of the coun- 
try's Christian trade union 
movement. And he has made a 
point of using the weekly meet- 
ings of the central bank's coun- 
cil of regents - on which 
trades unionists and employers 
are represented - to promote 
the need for consensus and 
wage moderation. 

Peter Norman 


Nadir flies to 
Cyprus to rally 
the local troops 

By John Murray Brown in Kyrenia, northern Cyprus 


“DON'T look so depressed," Mr 
A«rii Nadir told the long line of 
managers from his local 
operations greeting him on Fri- 
day at Ercan airport in the 
self-proclaimed state of north- 
ern Cyprtis. 

Mr Nadir’s visit to the area 
could yet decide the fate of 
Polly Peck, his fruit-to-elec- 
tronics group forced by finan- 
cial pressures to seek UK 
court-appointed administra- 
tors. 

Yesterday he discussed his 
next move with managers of 
his nine local companies. One 
of thpm said Mr Nadir intended 
to stay on the island for about 
10 days. A week from today, a 
northern Cyprus court is to 
review the injunction by 11 
local citrus grow e rs which pre- 
vents access to the accounts of 
Polly Peck's local subsidiaries 
by all bat company staff. 

It will be the longest period 
he has spent on Cyprus since 
Polly Peck's crisis began. It is 
also the first time he has been 
accompanied by his personal 
lawyers, Robert Burrow and 
David flinch. 

Mr Nadir appeared more 
resigned than before, but he 
still insisted he remained in 
charge of local operations - 
even though administrators 
are running Polly Peck from 
London. The group says it win 
secure at least half of the 
Island's citrus crop which in 
1989 was worth 121m, accord- 
ing to the State Planning 
Organisation in northern 
Cyprus. 

Polly Feck's profits last year 
included £l07m ($2l0m) from 
the group’s Near and Middle 
Eastern operations. But, as the 
ad m inistr a tors are now discov- 
ering, conftusion still surrounds 
the graft legal and ftannHai 



Nadir: tin charge* 

status of the Cyprus 
operations. 

Polly Feck is not a registered 

company in northern Cyprus. 
Its local operations include 
Sunzest Trading, a citrus 
exporter, and Uni-pac Packag- 
ing, a parkag in g plant in the 
freeport of Famagusta. 

Two weeks ago, Mr Richard 
Stone, (me of the UK adminis- 
trators, spoke to Sunzest offi- 
cials but was nnahlft to see the 
company books because of the 
local court order. But, said one 
Nicosia lawyer, if the adminis- 
trators can show they are the 
major shareholder in the local 
companies, they can appoint 
new directors and gain access 
that way. 

With the citrus harvest in 
fUll swing, Mr Nadir’s visit 
could have a crucial effect on 
Polly Peck's ability to raise 
short-term cash. 
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ANGLO 

ANGLO LEASING pic 

£100,000,000 

Revolving Credit Facility 


Arranger and Agent 
S.G.Warburg & Co. Ltd. 


Lead Manager 

National Westminster Bank PLC 
Managers 

Rabobank Nederland, Union Bank of Switzerland 

t Broach I nmlqq grjpch 

Co-Managers 

Girozemrale Vienna, Hie Nippon Credit Bank, Ltd. 

I ppjpp Branch 

Participants 

Arab Bank pic Baring Brothers & Co., Limited 
(ff Hfcn Brand 

The Bank of Nova Scotia BfG: London Branch 

Credit Lyonnais The Chuo Trust and Banking Company, Limited 

DG BANK Deutsche Gen ossenschafts bank, Swiss Volks bank 

London Bn»d> 

Arab Banking Corporation (ABC) Banca Nazionale del Lavoro, 

London Bnnch 

Braque Franchise du Commerce Extcrieur 
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COMPANIES AND FINANCE 


US securities 
houses to hold 
credit quality 


By Deborah Hargreaves 

IN SPITE of the current 
shake-out on Wall Street. 
Moody’s Investors Services, the 
US credit rating agency, says 
OS securities houses are expec- 
ted to maintain their credit 
quality over the next three to 
five years. 

This will be achieved by 
moves to cat excess capacity, 
drop unprofitable lines and 
focus on their core strengths, 
according to the agency's 
annual report on the securities 
industry. 

However. Moody's stresses 
there are credit risk implica- 
tions in emerging issues such 
as moves towards closer regu- 
lation of the securities busi- 
ness as well as the liberal 
sation of world capital 
Sows. 

In the last decade, overhead 
expenses for Wall Street firms 
have quadrupled to $57.7bn, 
but aggregate pre-tax earnings 
for the houses which are rated 
by Moody’s were lower In 1989 
at S1.8bn than they were in 


1980. Profits are expected to 
decline even further next year 
as securities houses struggle 
with a cyclical downturn in 
revenues and continuing fierce 
competition. 

Moody’s expects the securi- 
ties bouses to continue to slash 
the workforce as well as 
retreat from entire product 
lines and move away from 
overseas business in the next 
five years. There could be more 
mergers, realignments and 
even outright failures like 
that of Drexel, the agency pre- 
dicts. 

While many of the Wall 
Street firms have been develop- 
ing new business lines, these 
are not expected to be as lucra- 
tive as the OS and global mar- 
kets in the buoyant early 1980s. 
The creation and sale of deriva- 
tive instruments is one of the 
few areas that still offers 
attractive margins, but these 
carry their own complex risks 
and offer a relative lack of 
liquidity. 


TT Group to raise £9.7m 
with preference issue 


IN ORDER to reduce 
borrowings following its recent 
acquisition of Crystalate, TT 
Group, the industrial holding 
group, Is mating an issue of 
10m convertible preference 
shares at lOOp per share to 
raise £9.Tm, net of expenses. 

Samuel Mont agu is mating 

stn open offer invi ting applica- 
tions for shares at the placing 
price, on the basis of one con- 
vertible preference share for 
every &25 TT ordinary held. 

Mr John Newman and Mr 
Nicholas Shipp, both directors, 
and certain institutional share- 
holders, in total bolding 20.7m 
TT ordinary shares (331 per 


cent) will not take up their 
entitlements, thus enabling 
3.31m convertible preference 
shares to be placed firm with 
an institutional investor. 

He balance of 6.89m prefer- 
ence shares has been condi- 
tionally placed with institu- 
tional investors and is subject 
to recall. 

The TT board said it esti- 
mated the Crystalate acquisi- 
tion to have involved total net 
cash expenditure of £19m. 
Since TT obtained control of 
Crystalate. active measures to 
reduce costs - including the 
closure of its former head 
office - have been taken. 


Frank Gates 
halved to 
£553,000 
at midway 

PROFITS OF Frank G. Gates, 
the London-based Ford main 
dealer, have been halved to a 
“disappointing” £553.000 pre- 
tax in the six months to June 
i 30, against £l-25m in the pre- 
vious first half. 

Mr Edward Gates, the chair- 
man, said the result was below 
the average in the market sec- 
tor. 

At the interim stage in 1989, 
he had warned that he was 
“not too optimistic for 
1990". 

In the event, operating prof- 
its on new vehicles declined by 
more than 50 per cent and the 
ports performance was down, 
but profits Increased for used 
cars and servicing. 

The contract hire fleet is to 
be sold. 

Sales were down 16.5 per 
cent at £37.27m (£44JX$m) and 
Interest payable jumped 54 
per cent to £739,000 
(£480,000). 

This time there was no loss 
from the profit-sharing scheme 
(£75,000). 

Earnings declined to i.71p 
(3-88p) per share. 

UPL shows 

significant 

improvement 

UPL Group, the food importer, 
distributor manufacturer 
which trades on the Third 
Market returned to profit at 
tiie operating level and near 
break-even at the pre-tax stage 
in the half year to July 31. 

On turnover of £4.91m 
(£6. 69m) there was a turn- 
round from an operating loss 
of £236,000 to a profit of 
£117,000. 

But that has been out- 
weighed by higher interest 
charges, leaving the group 
still in loss although at a 
much reduced £15JN)0 pre-tax, 
against £330,000. The loss per 
share came to 0.34p (6JJ5p). 


Giddings contract with SW Wood not renewed 



TESCO 

TESCO PLC 

£115,000,000 

4% Convertible Bonds 2002 

(the “Bonds") 

(formerly convertible into Ordinary Shares of 
Tesco PLC (“Ordinary Shares")) 

NOTICE TO BONDHOLDERS 

Tesco PLC hereby gives notice to ttie holders of the Bonds which had not been surrendered for either conversion or 

redemption at close of business In London on 25th September. 1990 and st/ll remain unsuraendered {the ’Unpresented 

Bonds’) Biat:- 

(1) pursuant to the Notice to the holders of the Bonds published in the Financial Times on 8th August 1 990 ttie right to 
convert the Bands Into Ordinary Shares expired on 15lh Sep (ember. 1990 and the redemption date in rasped 
thereat was 23rd September. 1990; 

(2) on 25th September, 1 990. pursuant to Condition 5(d) endorsed on the Bonds and Clause MH)U) of toe Trust Deed 
constituting the Bonds, Guardian Royal Exchange Assurance pic as trustee (the “Thrstee ) elected to apply die 
aggregate principal amount of all of the Unpresented Bonds in subscribing for Ordinary Shares and on 26th 
September, 1990 the Trustee sold the said Ordinary Shares; and 

(3) instead of the aggregate of the principal amount, premium and interest accrued to 23rd September, 1990. 
aggregating £1 .053.67 per £1 .000 tace amount of Unpresented Bonds, the amount of £1.266.23 per £1 .000 lace 
amount (being die due proportion ot the aggregate of the total net proceeds of sale and total net amount or interim 
dividend payable to the Trustee in respect of such Ordinary Shares and attributable to hotders of Unpresented 
Bonds) Is available against due surrender of each Unpresented Band (together with all relative unmaturad 
Coupons) at the specified office of any of the Paying Agents whose names and specified offices are set out below 
subject to and in accordance with Conditions 6 and 9 endorsed on the Bonds. 

PRINCIPAL PAYING AGENT 

The Chase Manhattan Bank, tLA. 

Woolgate House 
Coleman Street 
London SC2P2HO 


OTHER RAYING AGENTS 


Chase Manhattan Bank 
Luxembourg SA 
5 Rue Plaebs 
L-2338 Luxembourg 


Chase Manhattan Bank 
(Subae) 

63 Rue du Rhone 
CH-1204 Geneva 


Banquo Bruxelles Lambert SA 
24 Avenue Marmx 
B- 1050 Brussels 


Issued by: Tesco PLC 


Date; 19th November. 1990 


mini 

TESCO 


Jardine Matheson 


1990 Interim Dividend 

For the purpose of calculating the number of new ordinary shares to be allotted to those 
Shareholders who have elected to receive the 1990 interim dividend in scnp. the 
mtevaci average last dealt price of the Company's ordinary shares for the five trading 
days up to and including 16ih November 1990 was the equivalent at US$3.98. The 
number of new ordinary shares which Shareholders will receive will be calculated by 
multiplying the number of ordinary shares, in respect of which they elected to receive 
an allotment of ordinary shares credited as fully paid in lieu of cash of USC&1S per 
ordinary share, by the following fraction: — 


Thus a holder ot 2,000 ordinary shares who elected to receive an allotment ot ordinary 
shares credited as fully paid in lieu of cash will receive 15 new ordinary shares. 

Fractions of new ordinary shares will be aggregaied and sold for the benefit of the 
Company. 

The dividend warrants in respect of the cash dividend and the certificates for the new 
ordinary shares in respect of the elections for scnp. will be posted to Shareholders on 
4th December 1990 subject to one or more of the following listings having then been 
granted. Applications have been made to The International Stock Exchange ot the 
United Kingdom and the Republic ot Ireland Limited. The Slock Exchange of Hong 
Kong Limited and the Luxembourg Stock Exchange for listing tor and permission to 
deal In the new ordinary shares. 


By Order of the Board 
R. C Kwok 
Company Secretary 

Hong Kong. 16th November 1990 


PE531 Jardine Matheson Holdings Limited 

am Incorporated In BornxxJa *Wi ItrrMed fiaixiry 


By Jane Fuller 

MR BARRY GIDDINGS, part of 
a quartet that early this year 
attempted to seize manage- 
ment control of Headlam 
Group, a footwear and fabrics 
company, has resigned from a 
subsequent appointment at SW 
Wood Group. 

Mr Giddings became chief 
executive of Wood, the much 
diminished metal trader and 
al uminium smelter, in May. 
“He came in with the intention 
of acquiring eng i neering -based 
• businesses, which we have not 
done," said Mr Peter Bae, man- 
aging director of Wood. Mr 
Gid ding's contract was not 


Mr Giddings said his depar- 
ture was agreed mutually, 
partly because the type of com- 
panies he was Interested In 
acquiring would not necessar- 
ily suit Wood. He was looking 


for another opportunity to gain 
board control of a publicly 
quoted company and use it to 
make acquisitions- He had indi- 
vidual institutional back- 
ers and the deals he was con- 
sidering ranged from £5004)00 
to fftp m 

The post at Wood was the 
first time he had been on the 
board of a puWfcdy quoted com- 
pany. 

Wood has announced an 
interim pre-tax profit of £32,000 
for the six mont hs to Septem- 
ber 30, compared with a loss of 
£L92m. Turnover on continu- 
ing activities fell to £2.87m 
from £4. 56m. Earnings per 
share were Q.4p, compared with 
a loss of 15J>p. There is no 
interim dividend. 

Last year’s interim loss, 

nhirfly Ti lamwl ran R raamar , the 

steel trading subsidiary which 


has since been closed, led to 
the departure after only eight 
months of Mr Robin and Mr 
Nigel Matthews, the South 
African brothers who headed a 


“ He came In with 
the intention 
of acquiring 
engineering-based 
businesses, which 
we have not done 97 
— Peter Rae 


group of investors. After they 
bought in at 16Qp in April last 
year. Wood’s share price rose 
to 273p. On Friday it closed 
unchanged at 28p. 


Mr Bae. who has a 17 per 
coat stake in Wood, i nc l u d ing 
a 3 per cent pared bought from 
the Matthews brothers at 127p 
a share, said tire group now 
comprised an aluminium 
smelting business and two 
metal trading depots. Both 
businesses were trading profit- 
ably and the sale of rate of 
them was bring discussed. 

In the first half a depot at 
Wellingborough was closed 
and sold, giving an exceptional 
profit of £1014)00, which more 
than offset an operating loss. 

The group had more than 
£tm in the bank and was now 
a “low-cost, dean shriT, said 
Mr Rae. 

Rather than imposing an 
expensive management struc- 
ture on another company, it 
was now looking to opportuni- 
ties to “bring on board ba tt er 


businesses with proven man- 
‘ agements’' and it was not 
iSricfcing itself to the engineer 
iwg field. 

^Bnt it was a dlfBculttuneto 
sell the advantages of listed 
company status. 

Mr Giddings, an engineer 
‘ with a master's degree in bust 
ness adminis tration, has held 
. management positions at, 
H Tnnng others. Blue Circle 
Industries and Arthur Bell He 
was chief executive of Hare- 
field, a private rubber 

company, before leaving in 
1989 to try to find a publicly 
quoted vehicle. 

Wpariiam narrowly fought on 
t he attempt by Mr Giddings 
and three others to wrest man- 
agement control from the 
'board ' headed by Mr John 
rhapHn Mr Giddings retains a 
05 per cent stake. 


Norton rebels will fight on 


By Deborah Hargreaves 

SHAREHOLDERS in the 
Norton Group, the motorcycle 

irnif g^cMht png inrerhi g COP- 

bine, approved late on Friday 
the acquisition of a Ger- 
man fastener manufacturer 
and an accompanying rights 
issue. 

The approval by 80 per cent 
of the shareholders came after 
a stormy extraordinary meet- 
ing when a group of dissidents 
tried to block the deal 
But the rebel shareholders 
have vowed to fight on and to 


Hawtal shares 
fall 25p on 
profit warning 

SHARES in Hawtal Whiting 
Holdings fell 25p to 90p on Fri- 
day on news that the company, 
which provides a range of 
design engineering consul- 
tancy services, was unlikel y to 
do more than break even in in 
the second half of 1990. 

In August, Hawtal reported 
interim pretax profits ahead at 
£634.000 (£489,000). However, 
Mr John Whitecross, the chair- 
man, said on Friday that the 
second half performance would 
be hit by the weakening of the 
US dnTiar since the summer. 


BDOER/MVESTOR 


£7.5m cash offer for 
McLaughlin & Harvey 


try and prevent dealing s in the 
new Norton shares starting on 
the Stock Exchange this morn- 
ing. 

The dissident shareholders 
are led by Mr Yehuda Mendel- 
sohn, who beads Norton’s US 
subsidiary Pro-fit, and ha« an 
85 per cent stake hi the com- 
pany. 

Mr Philippe Le Roux, ddef 
executive of Norton, said yes- 
terday that the «w pifafinn of 
the German company, FUS 
Betefljgun gmnd Verwaftungs, 


together with an unexpected 
shortfall of orders at the per- 
formance analysis subsidiary, 
HW Structures. 

British Investment 
net assets decline 

Over the six months ended 
September 30 1990 net asset 
value at British Investment 
Trust fell by 19 per cent, from 
766p to 617p. 

That meant over the 12 
months from the last Interim 
statement the value had 
dflrffTMd from 902p, or by gone 
23 per cent. 

m the half year to September 
30, gross income surged to 
£18.77m (£iL28m) and revenue 


was extremely important for 
the company and would double 
its profits. 

But be dwtted riaiiff t by tlw 
dissident shareholders that 
his group faced bankruptcy If 
it did not complete the take- 
over. 

Mr Le Roux said he would be 
very surprised if trading in 
Norton’s shares did not go 

aiwnH as USUal mi rnilng 
Until dealings began, the 
rights issue could not be 
declared u nco nditi onal 


NEWS DIGEST 


available for ordinary share- 
holders increased to £8 .35m 
(£7.41m). 

Ramings per share to 
13.4p (11 .9p) and tiie interim 
dividend is &5p (9pX 

The subsidiary. Edinburgh 
Fund Managers, was not con- 
solidated; It paid out £990,000 
(£575,500) in dividend and 
that was included in total 
income. 

Tamaris forced into 
red by unfilled homes 

Low occupancy in its larger 
pu rsing hwwM and high inter- 
est rates continued to hit 
Tamaris, the nursing home and 
healthcare operator, and in the 


TBF Thompson (Securities), a 
privately-owned company 
incorporated in Northern 
Ireland in April 1986 but which 
has not traded since that date. 
Is malting a contested £7-5m 
cash offer for MoT^nghWw & 
Harvey, which Is involved in a 
wide range of construction 
and refurbishment work, 
including commercial. Indus- 
trial and public authority 
work. 

The terms 135p in cash for 
each ordinary share in 


half-year ended September 30 it 
incurred a loss of £460,000. 

That followed a loss of 
£313,900 in tiie second half of 
last year, after a £14,000 profit . 
in tiie first 

In August Ghalfont EJfecare 
invested £2.7m in Tamaris and 
a new board was appointed. 
The Investment, plus the safe 
of a nursing home in July, 
gave the group an extraordi- 
nary profit Of 224LOOO (£32J»Q) 
and enabled the prefere n ce div- 
idend to be paM- 

Loss per share was 8£7p 
(L05p) and &Q2p (0-78p) assum- 
ing conversion of preference 

shar ps. 

The recent cut in Interest 
rates was expected to make it 
eqiaer for e jjents to s ell their 


MftTjinghlin , whichcompares 

with a Friday close of 180p. 
The offer for the McLaughlin 5 
per cent preference £1 shares is 
loop cash. . 

The McLaughlin board said 
it had noted the unsolicited 
and unwelcome takeover bid 
from TBF Thompson and was 
unanimous in its view that 
the bid was opportunistic, 
derisory and totally 
unacceptable. 

Directors advised sharehoJd- 
ers to take no action. 


own homes and therefore 
easier to move into nursing 


Clyde Blowers 
advances 42% 

Clyde Blowers, engineering 
group, raised pretax profits by 
42 per cent from £279,812 to 
£397,200 liar tbs year to August 
31 1390. T urn o v er increased 19 
per cent to £4.78m, against 
£442m. 

Investment income was little 
changed at £183,023 (£181,044). 
After tax of £12 2,140 (£ 101 , 816 ) 
earnings pa share were 27.5p 
(17-8p). The final dividend is 
7.07p for a total up from 715p 
to7frp. 


LAST WEEK’S CROSS BORDER DEALS 


CS HoMng 
(Switzerland) 

CS First Boston 

Investment 

banking 

£1S3m 

Parent ups 
stake to 60% 

Eastman Kodak (US) 

Ameriite Diagnostics (UK) 

Clinical 

reagents 

£84m 

Two-stage 

Amersham sale 

General Electric (US) 

Thom EMI business 

Lamp making 

£89m 

Two-stage 

Thom sale 

Senofl (France) 

Chinoin (Hungary) 

Pharmaceuticals 

£3&5m 

Hungary ok*B - 
40% stake 

Kvaamar (Norway) 

Qavis Marls Finlandia 
(Finland) 

Shipyards 

£17Mn 

Needs 

regulatory ok 

EUanhalm E xhbUonm (UK) 

Gramac (France) 

Conferences. 

exhibitions 

£11, 4m 

Blenheim buys 
again 

(nveaco MM (UK) 

Prim oo (US) 

Fund 

management 

£36 ,9m 

(max) 

Conditional 

agreement 

Banea Commarctate 
ttaBana (Italy) 

Banque Sudamerfs France 
(France) 

Banking 

N/a 

Belated Infl 
expansion 

Yosef ft Motae Safra 
(Brazil-based) 

Fret (nff Sank of 

Israel (Israel) 

Banking 

Nfe 

Majority stake 
bought 

La RepufabOca (Italy)/ Newspaper 

El Pals (Spain) Publishing (UK) 

Newspaper 

publishing 

£2i.5m 

Independent 
less independnt 


Thtiwadlo-fraaii capital drove tvoofllw wMk’s mow ' — - 
Interesting deals, writes Brian Bolen. 

The most eye-catching of several transactions In banking and 
financ ial services teas fee Meat redrawing of the complex 
CSFB owner sh ip .equation. In a USSSOOm restructuring 
p r o mp ted by losses at US subskfiary First Boston, CS HokHng 
of Zurich wffi take majorfty control of In ve stm ent banking 
afiWate CS First Boston and reassum e majority own ersh ip of 
European Investment bank Fin a nciers Credit Suisse First 
Boston, surrendered at the start of last year. The Federal 
R es e r ve ap p rove d move rep r esents the first Brno a foreign 
company has taken control of a major Wall Street securities 
house, and Is another important br o ach of die Glass-Steagalt 
Ad which aa pnrato e co nu n en cM and investment banking. 

Newspaper Publishing, lie foss-maldng publisher of UK 
newspapers The Independent and The Independent on Sunday, 
bought some muc h n e e ded breathing apace with the sale of a 
25 per cent stake to two olhsr European «piafity newspapers. 

La RapubMca QpBJy) and El Pals (Spain). Apart front 
strengthening existing finks, fn sale of new shares apparently 
heralds the cre a tion of a new Joint venture to Invest to 
Europe’s growing madia.. 

In one of the largest foreign Investments ao far seen In 
Hungary, French p ha r mac euticals concern Sanofi agreed to 
pay some US$75m for 40 par cent of state-owned Chinoln, 
Hungary's second-largest pharmaceuticals company. 


First Union Corporation 
US. $150,000,000 
Floating Rate 
Notes due 1996 
The rate ot interest pec annum 
on First Union Corporation’* , 
U.S. 5150, 000.000 Floating 
Rate Notes due 1996 for the 
interest period beginning 
16th November. 1990, and end- 
ing 19th February, 1991, the 
next interesr payment dare, will 
be 8’Mb. The amount of in- 
terest payable for such interest 
period on each 510,000 princi- 
pal amount of the Notes will be 
5216.06. 


NOTICE OF REDEMPTION 
To Ihe Holders of 


Northeast Savings, F.A. 

U.S. Si 25,000^)00 Coftateranzed Floating Rate 
Notes Dua 1995 




FannieMae 


□ Hm t m Tnai 
Compaiir.Lw 


Company, London AaoitBsafc 


Correction Notice 

Banque Indosuez 
U.S. $125,000,000 
Floating Rate 
Notes due 1997 

For rhe six months Zlst May. 
1990 to 20th November, 1990 
the Notes will carry an interest 
rate of S'S.,% per annum | 
and coupon amount of U-S. 
3447.97 per U.S. SlO.CCO 
Nutc. 

Listed in the Luxcriibctirs Stock 
Exchange 


I EC 2 PSHD, England 


OvUB4 O wn. S a to e ra n J 




□ BankcnTrtui 
Company, let 


Company, London Agent Bank 


Men IWh. Mn> WHt SOOei 

On and olwr Oecambai *8. I«t the Noma me no longer be owned to be o u B an d to g md MenM 
matron anal cane to acauo 

nmwe pietwtt w e*e praaordenon or the Noeas lor rademptton medt hr a eenaor loe UnSeo SMee 
doBaieccntaumeuaeinadtmnepwandheOanMn Ihe Unwed Sane, may be ms*acl to raportog tome 
United Stans Inhmn Benenue Somca IFRS) eng iq bnrtwp wWoMne.* 20* <* W y cai pmceade 
IMMMn«odeei*aepfcaWl)iU payee tmaprondeapeyeicaponi *tjhan g»8Cuie d WS RemW SIn 
e*e cats Sfa non-U S peiaon or an eaecuMd IBS Nam W-0 in *m caaa el a US. pereon. TIMM HeUwa who 
mb leauaed wnronMo aco— T topo aa* M a ni fl taaon Skineiat endaWoM tadoeo mey etaoha 
*ut*ad to an «S penalty o> US *50 Aeowangm pMaaa pnwMe rt a p pro p ria te cenWcaHon documents 
when presenting (ha Nows tor payment. 

NMRMUST SWMOS, FJL 
By TIC CHASE MANHATTAN BANK. HA, 
ae TnjtfC 

tMed oaot>w 2 z rae o 


Federal National Mortgage Association 

¥7,000,000,000 

Floating Rate Japanese Yen Debentures 
Due May 17, 199& 

Notice is hereby given, that the rate of interest from November 17, 
1990 through and inducting May 16, 1991 is 7.19% per annum. 
Interest payable on May 17,. 1991 w itt amount to ¥35,655 per 
¥1 ,000,000 principal amount 

Bf. TbeCbaumaiMmBaak, UJL 

Lradoo, Fiscal Ageut .^CHABe 

November 19. 1990 


Raiffeisen Zentralbank Osterreich 
Aktiengesellschaft 

JRZB— Austria 

U.S. $100,000,000 

Perpetual Floating Rate Subor dinated Notes 

For die six numths I6th Novembt*, 1990 to 16tfaMay, 1991 die Notes 
will carry an interest rate of 8fc% per annum with a courran 
of US. $Z07.40 per US. JS.OOONore, and U.S.S2^D73^^ 
U.S. $50,000 Note, payable on 16th May, 1991. ’ ^ 


Bankers Trnsr ' 
Company, London 


it Bank. 


SWITZERLAND FINANCIAL & INVESTMENT CENTRE 


The FT proposes to pubfbb tfaa survey on 
Dei i eitirr 12 1990. 

It will be of particular interest to the 90% of ati ProfesstonaJ 
Investors in Europe who arc FT lenders. 

If you want to reach this important audience, call Pa tric ia 
Surridgc on 071 873 3426 or fax on 071 873 3079. or 
Financial Times (Switzerland) Lid. 15 Roe do Cmdricr. 
CH-1201 Geneva. Switzerland Tel: (022) 7311604 


£ 200 , 000,000 

MFC^inanceNo.l PLC 


FT SURVEYS 


In accordance with the Terms and Condlfioas 

notice is rwnsby given that the now tnterosT rates and oartaSf^ 

respect of tha subject Notes are as fataws:- _ pe™wsm 

PaynWHDM V. ‘ RaWS - FBynwrXDste 
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EC stock 
exchanges 
to extend 
co-operation 
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By Richard Waters 
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THE ECs 12 national stock 
exchanges have agreed on fur- 
ther co-operation to develop 
services to support cross- 
border share trading' in 
St rops* But they remained as 
fir from agreement as everxni 
whether and how a new pan- 
European market should be 
created. ' 

After the two-day meeting in 
Dublin last week, the chair- 
men of the Federation of Stock 
Exchanges In the JSC said 
Jointly they had overcome 
some Of their dIPia««tyy» <} 

The weak of the gro upin g of 
e x cha n ges was rationalised, 

removing much of Hw appar- 
ent conflict between separate 
schem e s, each of which could 
potentially have developed 
Into a different European 
share trading system. 

One, Eurolist, will now 


£ focus on ways of reducing the 


diversity in accounting -ami 
Usting rules which makps it 
costly for companies to Bat on 
foreign stock markets. 

A second scheme. Euro- 
quote, has now became recog- 
nised as the system which 
would cany prices for compa- 
nies quoted on the Euro- 
UsL 


Ricoh edges up 
midway but 
warns on year 

By lan Rodger in Tokyo- - 


PRE-TAX pro fi ts of Efcoh, the 
Japanese office equipment 
group, rose 2 per cent to 
Ylfi^bn (flSOm) in the six 
months to Septmuber SO, on 
sales up 6.8 per cent- at 
Y344.1bn. -However, the^direo- 
r\ tors are forecastinga. 10 per 
cent profit fall in the fuB year. 

Safes of copying machines, 
which account for nearly half 
of total sales, were up 11.7 
cent to .Y169.3bn, 
of tolecommunlcation equip- 
ment were fiat at Y9L2bn. - 

The director s anticipate the 
domestic market, where the 
company made two. thirds of 
its sales in the'fint half, will 
deteriorate in the second half 
due to higher iuterest rates 
and crude . uH. ijadees. .They 
have rev ised ■ itoffn w iuds t faefe : 
forecast of; preto .pnJlK far - 
the fiiB year from YSfim to- 
ygobn. 


Japanese trading houses mixed 


By Robert Thomson In Tokyo 


JAPAN’S larger trading houses 
have reported mixed results in 
the first half to the gpd of Sep- 
tember. • - Higher interest 
charges and exchange-rate vol- 
atility affected profit growth, 
while domestic earnings were 
buoyed by the strength of the 
Japanese economy. 

The six leading companies 

also announced they had a 
total of Y370bn (t2£5bn) in out- 
standing payments from Iraq 
and Kuwait Mitsubishi, the 
largest general trader, reported 
claims with Iraq of Y99bn. 
Marubeni has the largest expo- 
sure in Kuwait with YBahn.. 

Japanese government trade 
insurance policies are expected 
to coyer between 70 per cent 
and 95 per cent of the pfa™, 
prompting the companies to 
predict that the payment prob- 
lems will not cause serious 
damage, although loan-loss 
reserves have been increased. 

Mitsubishi reported a 14.9 
per cent increase in pre-tax 
profit to Y4&6bn, on sales of 
Y8,709bn, up 12A per cent, as a 
surge in exports of power-gen- 


eration and chemical plant 
lilted sales in the machinery 
and information business divi- 
sion by 8L8 per cent 

Metals trading rose 9.8 per 
cent and fuel sales increased 
Lfi per cent while the com- 
pany reported YfiJSbn in 
extraordinary profit, some 
from sales of snares held in 
Kentucky Fried Chicken 
Japan, which was listed on the 
Tokyo exchange In August 

For the year to the end of 
March, Mitsubishi has revised 
expected sales down from 
YlB^OObn to Y18,000bn, and 
pre-tax profit from YiOObn to 
Y9Qbn. 

Mitsui reported an 1L5 per 
cent fall in pre-tax profit to 
Y28.49bn on sales, excluding 
gold trading, of Y8355bn, a 15.4 
per emit increase. Sales in non- 
ferrous metals rose 48.1 per 
cent; machinery sales rose 18.4 
per cent; and steel product 
sales rose 7.1 per cent 

For the full year, Mitsui 
expects a pre-tax profit of 
Y65bn, the same as 1989, on 
sales of Y18 l 000bn l down 10 per 


cent It reported an extraordi- 
nary loss of Y4.6bn to bolster 
loan-loss reserves because of 
possible payment problems 
arising from the Gulf crisis. 

C. Itoh blamed a 12.4 per 
cent fall in pre-tax profit to 
Y23.7bn on higher interest pay- 
ments. Sales rose 17.7 per cent 
to Yl0,420bn, mainly due to a 
sharp rise in metals markets 
transactions and energy-re- 
lated trading. 

Foreign transactions jumped 
by 1143 per cent to Y3,772bn, 
with precious metals dealing 
up almost 500 per cent, and 
metal transactions up 1083 per 
cent For the full year, pre-tax 
profit is expected to be YoObn, 
down 8 per cent, and sales are 
estimated at Y20,0Q0bn. 
slightly down on last year. 

Sumitomo reported an 18.4 
per cent increase in sales to 
Y9389bn, and a 9.7 per cent 
increase in pre-tax profit to 
Y34-18bn. Metals trading rose 
31.8 per cent, with strong 
demand from the shipbuilding 
and construction industries, 
while machinery sales rose 1L2 


per cent. Chemicals and fuels 
were up 16.1 per cent and food- 
stuffs by 93 per cent. 

The company reported as a 
non-operating expense a valua- 
tion loss of Y7.67bn in market- 
able securities, which was 
blamed on the sharp decline of 
the Tokyo stock market. 

Marubeni Corporation 
reported a 33 per cent increase 
in pre-tax profit to Y24.1bn on 
a 133 per cent increase in total 
sales to Y9jM7bn, with metals 
and minerals up 213 per cent 
and energy and chemicals up 
24.1 per cent 

Foreign trade increased 32.6 
per cent although exports fell 
12 per cent because of sluggish 
sales in the machinery and 
construction division. For the 
year, Marubeni expects sales of 
Y18300bn, up 3 per cent, and a 
pre-tax profit of YBlbn. a 03 
per cent increase. 

Nissho Iwat the sixth larg- 
est general trader, reported a 
3.6 per cent rise in sales to 
Y6372bn. and a pre-tax profit 
of Y10.86bn, down from 
YU_27bn. 


Nedcor hit 
by higher 
bad debt 
provisions 


By Philip Gawitti 

in Johannesburg 


Hot summer buoys confectioners 


By Emifco Terazono in Tokyo 


THREE Japanese confec- 
tionery groups reported modest 
sales increases in the six 
months to September due to 
the hot summer. . 

Ezaki GZico saw a 33 per 
cent rise in sales of confection- 
ery buoyed fay new products, 
despite a slight drop in choco- 
late sales. The hot summer 
helped sales of chilled desserts 
rise 6-4 per cent In the ftill 
year, the company expects 
sales to' rise 16 per cent to 
YKBbn, and pretax profits to 
increase by 5.4 per cent to 
YJLBbn despite an expected rise 
in the dost of materials. 

Men! Seflca, ranking top in 
the industry, reported a 73 per 
cent increase in confectionery 
sales,-, while; food sales 


JAPANESE CONFECTIONERY GROUPS 

lieuoUa for first half to September 1990 

Company 

Ybn 

Sates 

% change 

Ybn 

Pre-tax prods 

% change 

Ezaki Olico 

74.4 

4.3 

B.6 

80 

Metji Seika 

103-8 

6.8 

3.7 

0.6 

Moiinafla 

66.4 

3.4 

0.4 

10.6) 

H— iktMdw 

whom Mb 





increased 13.1 per cent thanks 
to soft drink galas in the sum- 
mer. Pharmaceutical sales, 
accounting for half of total 
sales, increased 43 per ennt. 
The company forecasts a 73 
per cent rise in sales to Y222bn 
in th» t hll year, although tts 
pre-tax profits estimate has 
been revised down 11 per cent 
to Y7bn, due to an increase in 
interest payments. 


Morinaga also claimed an 
increase in sains of nhwart des- 
serts and beverages, owing to 
the summer weather, although 
pre-tax profits dropped by 0.6 
per cent because of delays in 
implementing price increases. 
The company sees sales grow- 
ing 6.1 per cent to Y138bn and 
pre-tax profit increasing 4 per 
cent to Y2.6bn for the full 
year. 


Quebecor up 
strongly in 
third quarter 


By Robert Glbbens 

in Montreal 


ABB confident after 23% advance 


By Our Financial Staff 


ASEA Brown Boron. Europe’s 
leading electrical engineering 
group, has reported profits up 
from |610m to $749m after 
financial items for the first 
nine months of 1990. . 

Tywlring ahwi4 ABB ssM it 

expected . profits for the whale 


Aiwa wipes off 
accumulated loss 


PRE-TAX profits of Aiwa, the 
Japanese audio equipment 
^ maker in which Sony has a 
523 per cent stake, jumped 
14.1 pa tout to TUtm ($13m) 
an sales up 23-5 per cent in the 
dx months to September 30, 
writes fain Rodger. • 

The profit was enough for 
the company to wipe off its 
accumulated losses and pay 
taxes for toe first time since 
the year ended November 
1985. Net income was down 14 
per cent to YLfim. 

The company has rational- 
ised in the past four years, 
shifting production tom 
Japan to Singapore and diver 
into 


of titis-yemr to grow in- line 
with -tiie 23 per cent advance 
over the miwflu 
* ABB said there had been 
strong, earnings growth in 
power tr ansmissi o n , power dis- 
txibution, environmental con- 


trol and financial services divi- 
sions, but that earnings fell in 
its transportation division. 

Combus tion En g ineerin g , the 
US power engineering com- 
pany bought by ABB a year 
ago for $L6bn and consolidated 
this year, made a ne gativ e con- 
tribution to earnings after 
financial items. Including 
acquisition costs. But the 
restructuring of Combustion 
Engineering was well under 
way, ABB said. 

ft said the impact of the Gulf 


c risis hart so far been limited. 
“However, a slowdown of the 
economy is evident fn several 
countries and demand has 
weakened both for standard 
products and capital goods. 
ABB was preparing for this 
reduced demand." 

Orders, received in the first 
nine months rose 34 per cent to 
$2L3bn, or 7 per cent net of 
d ivesti t u res and exchange rate 
fluctuations. Turnover for the 
nine months increased by 34 
per cent to 51831m. 


QUEBECOR, the publishing 
group which includes North 
America's second largest com- 
mercial printing operation, has 
reported a big gain in third- 
quarter earnings. 

The group's results were 
boosted by the inclusion of 
Maxwell Graphics' US plants, 
which were acquired in Febru- 
ary. Commercial printing now 
accounts for more than half of 
Quebecer's total business. 

Earnings jumped to C$9 .8m 
(US$8.42m) or 41 cents a share, 
up 80 per cent from C$5.4m or 
23 cents a year earlier, on 
revenues of C66llm, against 
C5437m. Nine months’ earnings 
were Cg24m or C$1.02 a share, 
up 32 per cent, on revenues 
of C$1. 7bn, against 
C$L29bn. 

Quebecor operates Canada's 
second largest circulation daily 
newspaper, plus weeklies and 
magazines, and controls the 
Quebec newsprint producer 
Donohue in a partnership with 
Maxwell Communications of 
the UK. 


NEDCOR, one of South 
Africa's three main banking 
groups, suffered the effects of 
a difficult second, half-year, 
higher expenses, and bad debt 
provisions to record income 
growth below the rate of infla- 
tion for the year to September. 

Net income rose by 12 per 
cent to R287m (8113. 6m) from 
R257m, compared with an 18£ 
per cent rise in earnings in the 
six months to March. 
Although operating income 
was 35 per cent up at R664m, 
pre-tax profits were hit by an 
84 per cent increase in the pro- 
vision for bad debts. 

Profits also suffered from a 
large counter-party failure on 
a forward exchange contract 
incurred by merchant banking 
arm UAL. 

The bulk of the pre-tax prof- 
its. R2Q7m, came from Ned 
Perm bank, with the balance 
spread between DAL Merchant 
Bank, Finansbank, Nedfin 
bank, and the Syfrets group. 

Pleasing for the group was a 
rise of 28 per cent to Rl.l4bn 
in net interest income earned, 
compared with an 18 per cent 
increase in total assets, includ- 
ing repurchase agreements. 

Mr Chris Liebenberg, chief 
executive, said that the ratio 
of capital to assets (including 
repurchase agreements) was a 
healthy 53 per cent 


Lufthansa buys 
Olympic unit 

By Kerin Hope in Athens 


OLYMPIC Airways, the Greek 
state airline, has agreed to sell 
a 66 per cent stake in its loss- 
making meals subsidiary to 
I3G, Lufthansa's catering 
arm. 

It is the first deal to be com- 
pleted under the government’s 
privatisation programme 
launched six months ago. 

The subsidiary, Olympic 
Catering, provides meals for 
air lines using Athens airport 

No figure for the sale was 
revealed, but a senior Greek 
airline official called it a “sat- 
isfactory amount”. Olympic 
Airways will retain the other 
34 per cent 



We are p/eased to announce our appointment as 


Depositary Bank by 


BBC 


BROWN BOVER! 

for their sponsored 

American Depositary Receipt (ADR) Programme 


Citibank Issuer Services: 


A provider of solutions and services 
in support of the funding activities of 


major issuers around the v/orid 


for further tshumatioa about OUbaoti AOft sendees: 


embank. N.A Ne vr York 
Jorm A Oermmano 212-657-7Z7B 
embank. N A London 
Keith Warn On-ZX-SZ66 
Citibank. N.A. Zurich 
Barry Wentworth -ill 2OS-7M0 


CtOonk.N.A b a member oITSA and IXR0 
This announcement appears as a matter of record only 


CITIBANK 


THE OPORTO 
GROWTH FUND LIMITED 


The Oporto Growth Fund Limited wishes to notify 
shareholders that the Annual General Meeting will take 
place at 2d)0 pm on 10 December 1990 at Chase House, 
Grenville Street, St Helier, Jersey. The audited Annual 
Report for the Fund covering the period 1 July 1989 to 31 
June 1990 will be available on request from 15 December 
1990. Persons interested in receiving copes should contact: 


Shearson Lehman Investment Management (Jersey) 

Limited 

Chase House, 

Grenville Street, 

St Helier, Jersey C J. 


National Westminster Bank 
Registrar's Department 
P.O.Box 82 
Caxton House 
Redcliffe Way 

Bristol BS99 7NH 


Wasa takes 49.9% Bohusbanken stake 


By John Burton In Stockholm 


WASA, the Swedish insurance 
company, has acquired a 4a9 
per cent stake in Bohusbanken 
for SKr25Qm ($45-2m), becom- 
ing. the country’s fourth 
insurer to hhk np with a bank 
after a government proposal 
two months ago to abolish 
ownership banders between 
the -two sectors. 

Investor and Providentia, toe 
two investment companies 
affiliated with the Wallenberg 
financial fondly, and the Axel 
Johnson group wffl also make 


a SKr33m bid for the outstand- 
ing shares in Bohusbanken. 
one of Sweden’s smallest com- 
mercial banks with assets of 

SKr22biL 

Wasa’s move follows two big- 
ger insurance and bank deals. 
The insurers Tiygg-Hansa and 
SPP took almost half of Gota, 
the parent group of Sweden's 
fourth largest commercial 
bank, and Skandinaviska 
PInalriTda Hank en became the 
largest shareholder in the 
Rkandia insurance group. 


Wasa will buy half of the 45 
uer cent interest now held by 
Investor and Providentia in 
Bohusbanken, as well as the 21 
per cent stake owned by the 
consulting firm Indevo and 
SPP*s 5 per cent interest The 
purchase price will be 
SKr598J5 per share. 17 per cent 
above the current share price. 

Investor and Providentia, 
which together with Axel 
Johnson have 10 per cent of 
Bohusbanken, will offer SKr600 
for each remaining share. 


This week’s topics: 

White-Collar Layoffs Plague Europe 
The Recession Takes An Ugly Look 

Coke's Aggressive Global Strategy 

How Carl Icahn Managed To Survive 
Japan Takes Aim At Land Prices 

Now available at your newsstand! 


Headquarter 14, at tfOuchy; Ctt- WKUusanne.'H. 4*2*617 44 tl 
UK tdl-Dree number 0800 289 137 


TBCTHONE; 071-828 7233 



WALL STREET 


El 50,000,000 
HMD M0HTQA6E HOTES 4 PLC 

Claw A _ 

Mortgage Backed Floating Rate 

Notes due August 2021 

FCr the interest Period heniNwerrH 

t»r ts,-tS0OtoF«sn»7 is. W91 ■» 
Note Rate has been dMBmynedat 
14.055% per annum. The 
payable on ihe 
payment date, Rbrumy 
5* be e3A42-B3 per £100.000 
nomin a l amount. 


London, Agent Barit 
November IS. 1990 


£ 9 , 000,000 
MAG HOHIBABE NOTES 4 PIE 
Class B 

Mortgage Backed Floating Bate 

Notes due August 2021 
Por the l merest Period bom 
November IS. 1990 to Febn*^. 
1091 the Now Rale has b«n 
determined at 14.775% per annum. 

Tha (merest payable on the reKvant 

nominal amount 

ByrllK Gtose KBAaltn BtokiLA. 

London, Agent Bank 
November 19, 1990 


BASE LENDING RATES 


ABN Bad 

Adaa&i 
AIM Trad 
AIR Mr 

• HeojAnsbachr. 

Assocuis Cap Cory — 

• B&CMsdaotBuk-. 
Bank of Banda 


Bam BUbao Ybcaja.- 
Bait Cre«& Own. _ 

BakofCjpns 

Bask of Intel 
Bantcflafla. 


% 

14 

14 

14 

14 

14 

14 


Coatls&Co 14 

QnnfiPoputarBt — 14 

DwfavBukPLC 14 

DuonLacrie — 14 

EqaalarfaJ Barit pic — 14 

Exeter Trust Ltd 14% 

Financial &G bl Bank.. 14 
FteNaUoHl Bank Pfc 16 


NatWtstrainacr. 


14 • Robert Fferaiag& CO. 14 


Robot FraariPtno.- 14>j 
Glmtak 14 


l 14 


14 •CunsMaboa 14 


Bank of Scotland.. 

Banwe Befce Ud 

BarfmBa* 

BffldoatBark 

Brit Bk of Mid East — 
• Brow! 

CL Baik: 


HFC Bade pfc 14 


14 • Haabros Barit 14 


• QatotoseBaok.... 
Otari NA. 


HampsHreTrastPfc— 14>j 
14 HmUbk&GmktBdL 14 

14 •HiDSaoKi 14 

14 LHowtCfc 14 

14 Horiott&Stari._ 14 
14 • Leopold Jost$& Sos - 14 


Kotttent Bank Lid 14 

Nyfavdlt Mortage Bank . 14^ 
PrortaiaJ Bart PLC 15 
RrintoiBankLtd... 14^ 

RopJBt of Scotland 14 

RcyalTnJSlBa* 14 

• Satftfl& Wilton SfeQ._ 14 

StiaUri Bartered 14 

T58 14 

Uritripfc 14 

• Doited BkofKonit 14 

Uatted Mizrabl Bail _ 14 

Uiftjr Trust Bank Pic 14 

Wests* Trust 14 

llfestpx Bait Or*. — 24 

WhsteaaajLairfia 14 

YofcUrcBafit 14 


(ft Marias Ba*~.. 

apfe&JeBri 

GoanJiLOf London Pk 
CfraperaiiieBuk 


14 

14 

14 

14 

14 

*14 


UojdsBri 14 

KetoaiBritid — 14 
kkOoneJIDnglaiBiit 14 

tftadBut M 

HoostBriiog 14 

HatBtof Kwiit 15 


• Members of British Men tart 
Baiting & Secsritles Hooks 
Association. * Deposit gov 5.1% 
Snewtse 7.7%. Top Tto-OO.OOO + 
kstart arass 117% 



DOLLAR 
Where Next? 


MEMBER AFBD 


Call for our current .views 


CAL Futures Ltd 
Windsor House 
50 Victoria Street 
London 
SW1H0NW 
Td: 071-799 2233 
Fas: 071-7OT 1321 


' Citicorp Banking Corporation 
U.S.$250,000,000 

Guaranteed Floating Rate Subordinated Capital Notes 
Due July 10, 1997 

Unconditionally Guaranteed on a Subordinated Basis by 

croeoRP© 

Notice is hereby given thoi the Rale of Interest has been fixed at 
8% and that the intereslpayable on the relevant Interest Payment 
Date, December 19, 1990 against Coupon No._24 in resped of 
US$10.000 nominal of the Notes will be 


.67 


November 19. 1990 London 

By: Citibank. N.A. (CSSI Dept.), Agent Bank 


CfTIBANO 


This announcement appears as a matter of record only. 



James Capel 


is pleased to announce that it starts trading 


as a Regular Member of the 


Tokyo Stock Exchange 


on 


19 November, 1990 


For more information ran tad: 


Roger Atkins 

Chairman & Managing Director 
James Capel Pacific Limited 

Kokusai Building, 7F, 1-1, Marunouehi 3-Chomc, Chiyoda-ku, 
Tokyo 100, Japan. 


Telephone: (81-3) 282-0111 
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INTERNATIONAL CAPITAL MARKETS 


UK GILTS 


Economic data push politics aside 


IN THE gilt market last week 
the swirl of political uncer- 
tainty took a back seat to hard 
economic realities. 

While the market was unset- 
tled by the challenge to Mrs 
Thatcher's leadership, eyes 
were more strongly focused on 
the welter of economic evi- 
dence related to the UK reces- 
sion. 

The severity of the economic 
decline makes it almost cer- 
tain, according to the gilt mar- 
ket, that the 14 per cent base 
rate will come down soon, 
boosting gilt prices. That is 
likely to happen regardless of 
how the Conservative Party's 
leadership contest turns out 

This sanguine view about 
interest rates explains why, 
over the past week, the gUt 
market has been strong. 
“Given the political back- 
ground, gilts have done stun- 
ningly well,” said Mr John 
Shepperd, an economist at 
Warburg Securities. 

“The leadership question is 
going to be resolved," said Mr 
Simon Briscoe, an analyst at 
Greenwell Montagu. “The mar- 


ket is correct to give more cre- 
dence to the recessionary data 
rather than the political uncer- 
tainty." 

Over the week, accordingly, 
prices for most bonds along the 
yield curve rose, with yields 
decreasing. The benchmark 
Treasury 9 per cent bond 
maturing in 2008 closed on Fri- 
day night at 85. up half a point 
on the previous week. Its yield 
declined by 0.07 per cent to 
10.93 per cent 

Indications about the extent 
of the slowdown are likely to 
be sharpened today when the 
government releases data on 
total UK output in the third 
quarter of the year. This will 
probably show a sharp decline 
compared with the second 
quarter, and may foreshadow a 
further fall in the final three 
months of the year. 

The convictions of the gflt 
market about the severity of 
the slowdown gathered pace 
during last week as a result of 
a number of key indicators: 

• Retail sales volumes fell by 
a provisional 1.1 per cent in 
October, a much steeper fall 


UK gilts yields 


Restated at par (%) 

12.0 if-wM yf.i niw. iy.y.-.v 


11.5 
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than the City had expected. 

• la the third quarter of 1990 
manufacturing output declined 
by 1-8 per cent compared with 
the previous three months. 
This was the biggest three- 
monthly fall since the reces- 
sion of 198L 

• Unemployment in October 
rase by 32.300, the sharpest 
monthly rise for more than 
four years. That led to indepen- 
dent financial analysts revising 


their expectations about the 
length and severity of the slow- 
down, which many now expect 
to last well into next year. 

• On Friday the government 
announced that retail-price 
inflation appears to have 
peaked at an annual rate In 
October of 10.9 per cent, the 
same level as that recorded for 
September. The rate for 
November, to be announced 
just before Christmas, is 
almost certain to foil to about 
10 per cent The figures indi- 
cate that the government is 
close to success In beating out 
inflationary pressures from the 
economy. 

In the eyes of the gELt mar- 
ket all that is needed now is a 
short, sharp outcome to the 
leadership question. That, 
according to gih traders, would 
boost sterling from its cur- 
rently lack-lustre position in 
the foreign exchange markets, 
giving the monetary authori- 
ties the headroom to cut the 
base rate some time before 
January. 

Peter Marsh 


SPANISH BONDS 


Investors start looking to the longer term 


BY THE time the Spanish 
Treasury manages to turn 
around the country's chronic 
dependence on short-term 
paper, the need to do so may 
no longer really exist 

Spain finances more than 70 
per cent of its public debt 
through 12 to 18 mouth Letras 
del Tesoro (treasury bills), but 
the good news is that its bud- 
get deficit, a little optimisti- 
cally perhaps, is forecast to fall 
to 0.5 per cent of gross national 
product next year. 

Long-termiim, like saving, is 
not a Spanish virtue. The debt 
markets have until now been 
driven by liquidity-addicted 
banks, foreigners who have 
been chasing spectacular Letra 
yields guri an equally astonish- 
ing laxity In applying the rele- 
vant taxes. But so mething , bro- 
kers say. is changing. 

Longer-term instruments are 
winning new friends. Bank 
liquidity reserve requirements 
have softened, thus easing 
pressure on their own postions. 
The keys, however, have been 
the peseta's entry into the EMS 
exchange rate mechanism last 
year - risk has become calcu- 
lable - and the lifting of con- 
trols this year on foreigners 


making repurchase agree- 
ments, which allows them to 
avoid paying withholding tax 
on coupon payments. 

“Foreigners are very active 
now in three- and five-year 
bonds, but they are looking at 
the peseta and inflatio n anij if 

the- government does some- 
thing wrong then they get out 
quickly," says one Madrid 
dealer. 

The government has been 
largely doing the things it said 
it wanted to do. In the summer 
of 1989. the Bank of Spain 
imposed tough credit ceilings 
on the banks to cool the econ- 
omy. Now, finally, job creation 
is foiling. Growth of the indus- 
trial production index fell by 
half in the first six months of 
the year, to 2 per cent Credit 
growth has fallen from about 
20 per cent last year to 11 per 
cent - still out of target, 
thou gh - and car sales have 
collapsed. 

The Bank of Spain and the 
finance ministry have both 
hinted at lifting the credit 
restrictions by the end of this 
year, following which it would 
be possible to begin to disman- 
tle the country's last remain- 
ing capital controls and then to 


begin cutting interest rates. 

Most foreign investors who 
have bought Spanish paper in 
the past two years stand to 
make money on the peseta’s 
new strength alone But with 
the promise of an interest rate 
cut the wwrlmfai - although 
still trading in small volumes 
- are becoming Increasingly 
jittery. 

Yields on the state’s two 
benchmark bonds, - three- 
year paper, this is Spain - the 
12.50 issued in 1989 and the 
13.75 of 1990, have both risen 
sharply since the end of 
March: from 14.75 to 
15 per cent and from 24.46 
to 14.73 per cent respectively. 


Volumes are small. 

Waiting for the cut however, 
could be tiresome. AH Madrid 
really wants to do is bring its 
real interest rates into line 
with those of its biggest trad- 
ing partners, France and Ger- 
many. However these are only 
1.5 and 2.9 per cent respec- 
tively. 

The Bundesbank has already 
shown it is prepared to raise 
German rates if reunification 
becomes too expensive. This 
may close the gap without 
Madrid having to lift a 
finger. That would suit it just 

finn 

Peter Bruce 
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US MONEY AND CREDIT 

Optimism 


PERHAPS it is the 
Thanksgiving preparations. Or 
maybe the sight erf Christmas 
lights in the shopping malls 
and stores. Whatever the 
cause, a rare glow of festive 
cheer warmed the bond mar- 
kets last week. 

There was, of course, the 
widely-anticipated easing in 
interest rates to help this new- 
found optimism on its way. 
But the change in mood is 
more deep-rooted than that. 
Although the Middle East situ- 
ation remains a potential prob- 
lem, there is a growing sense 
that the inflatio nary peak has 
been passed and that recession- 
ary forces now have the US 
economy In a steely grip. Give 
or take the odd hiccup, reason 
the markets, there Is only one 
way for yields to go, and that 
is downwards. 

As if to emphasise the paint, 
the yield on the benchmark 30- 
year long bond slid to 8.45 per 
cent at the end of the week, the 
first time it has dropped below 
&5 per **^nt Hhira Smwawi HUB- 
seln marched into Kuwait 

The interest rate cut itself 
was not achieved without some 
nervous moments. Returning 
from the Veterans’ Day holiday 
on Monday, when Treasury 
markets closed, bond prices 
moved upwards fairly strongly 
in Tuesday’s trading as all eyes 
focused on the Federal Reserve 
Board's policy-making Open 
Committee meeting in Wash- 
ington. 

However, the authorities left 
the markets guessing for 
another two days over their 
intentions. Although the Fed 


was semi to be adding reserves 
to the banking system on 
Wednesday and Thursday, it 
did so when toe Federal funds 
rate - toe rate at which banks 
lend money to each other over- 
night - was trading at 8% per 
cent and then 7%, well above 
the assumed target In short, 
the authorities* moves ware 
anything but unambiguous. 

A dear signal came only on 
Friday, when the Fed injected 
a further $3bn to $4bn into the 
system, poshing toe rate for 
Fed down fro m around 
7% to 7% - the level at which 
the authorities were thought to 
be aiming. This time, the bond 
market had no doubts about 
the message. Prices at the long 
g p d, which had dipped slightly 
on Thursday, rallied signifi- 
cantly, although short-dated 
issues, winch had already dis- 
counted the move, took the 
development more calmly. 

Certainly, there was an 
ample flow erf economic data to 
support the Fed’s action. Ear- 
lier in the week, there was 
news that industrial output 
had faHnm by 0J5 per fpnt in 
October, toe first decline in six 
months. 

Moreover, on Friday, toe 
inflation statistics showed a 06 
per cent rise in October com- 
pared with a 08 per cent rise 
m August and in September. 
Better still, the “core" inflation 
rate - which ignores energy 
costs and food prices - 
increased by just 0.3 per cent. 

Overall, this data, together 
with further figures for earn- 
ings and the September trade 
deficit, combined to give toe 
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impression that inflationary 
steam was evaporating from 
the economy. That said, one 
problem foes remain: toe cur- 
rent weakness of the dollar. 
Ibis, in Itself, is a potentially 
inflationary force, and the con- 
cern is that the general easn% 
erf US rates is likely to drive 
the currency lower stifl. 

That notion appears to have 
crossed the collective mind of 
the Open Market Committee 
during its October 2 meeting, 
and provoked a few worries* 

tnfrrmtoa of meet- 
ing, released on Friday, 
showed that a surprisingly 
large minority - four 
members out of the 11 - 
opposed any cut in interest 
rates at alL 

Clearly, they were amply 
outweighed by those who 
favoured a measured easing. 
Nevertheless, such a signifi- 
cant split, coupled with the 
highly cautious wannw in 
which toe Fed behaved last 


week, seems to carry a mes- 
sage. Caution, one might con- 
clude, is the order of the day. 
And, while the markets may 
well be right in assuming that 
the inflationary “worst" is 
past, the authorities may yet 
be looking for proof. 

St£Q, if there was one place 
in toe markets where uncer- 
tainty was dispelled last week, 
it was in Donald Trump's high- 
yielding Taj Mahal bonds. The 
New York property and casino 
owner defaulted on a $47 .3m 
interest payment on Thursday 

tlte^^ho^^sf^Ihe^onds 
gained $5% to $39% on the 
news. 

“This is a victory for every- 
one," said Mr Trump, rather 
overlooking the fact that he 
was being forced to give up 50 
per cent of the Tgj's equity as 
part of the deal 

Nikki Tait 
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seeks more funding 


INTERNATIONAL banks are 
once again being asked to dtp 
into their pockets for the UK 
electricity industry as the lat- 
est of three power station pro- 
jects seeks bank funding. 

A project finance loan 
ior the construction of a 
350MW power station in Peter- 
borough was released to the 
m a r ket for general syndication 
last week. 

NatWest is arranging the 
deal, which calls for close to 
2250m in funds to trafld a gas 
turbine station to provide 
power for the Eastern regional 
electricity company. The 17- 
year loan is divided into a 
number of different facilities. 
The borrower will pay an inter- 
est margin of 85 basis points, 
over the London Interbank 
Offe red Rate for the precon- 
struction phase, with the rate 
then declining for the rest of 
the loan's life. 

T he terms of the loan offer ' 
funding at a cheaper rate than 
has been secured for the larger 
Teesside project, whose man- 
date has teen won by Manufac- 
turers Hanover. Although no 
terms of that loan have been 
revealed, the interest rate Is 
believed to be well over l per 
cent on top of Libor. 

In addition, NatWest has 
underwritten the full amnimt 
of the Peterborough loan, 
which suggests that the bank 
wants to get it out into general 
syndication before prices rise 
in current uncertain market 
conditions and it is left with 
the full risk. 

Manufai sti > wm was awarded 
the mandate for the Teesside 
deal this month, but has yet to 
show it to the market in gen- 
eral syndication. It is not likely 

EUROMARKET 
TURNOVER (|m) - 


Primary Market- 

MJWQn . 

USS 6203 

Pnw 1,035.4 

Otter J.805.7 

Pwt 46L2 

Senate* M artel 
IBS UlM& 7. 
Pm 17, mi 

Otter 20.6ZU 

Pm 


Dm . FW. , Otter 

0.0 600 16399-0 

8.0 . 0.0 22L0K3 

OJJ m2 B.23KO 

&S 7201 4,9019 


6Z23L 33573 73018 
675* TfiM2 8.7*53 
U035.9 4402S 413567 
96L4 6JWJ 30JBS2 


15,6903 : 31.708.9 -0399.4 
J40!*3 29.462 . 47311.4 
303770 46,9453 77S2ZS 
250636 35*58.4 = .60.702(7 


Vte* la Sweater 15, 19* 


Electricity de France 

Notice toUoJdera 
of the FoUowJng Issues: 

EC U EO.OOO.OOO Wfle Notes due VXD 
ECU 175,000,000 87ABond* doe 1982 
ECU 60.000,000 V3Vt Notes, doe 1993 
ECU 225.000,000 Bond* due 1995 
ECU (50.000.000 Vb Notes <!«» 1997 
ECU 100,000,000 7V% Bonds due 1S98 
ECU 200,000,000 8!** Notes due 1999 
AH j'usrviuwd by The Republic of Franse 
. (the “E rating NouaD . 
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ECU 1,(92,000,000 
105:96 Guaranteed Notes duo 2001 . 
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Hie Republic oT France 
in othanp 1 for the Existing Note* - 

The exchange offer by Electricity da 
France IE.D.F3, Service national 
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November. WS0 to and indudhiff 30th 
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through Eoroclear or CedeL 
ECU J50,000,(w0 prinripaJ arooant or the 
New Notes are being insued w an initial 
tranche In be underwritten by Paribas 
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manage iv. 
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Controversial non-sterling buy-backs yet to catch 


to.be released for another cou- 
ple of weeks. While some 
banks are Impatient to see the 
deal, arrangers stress the 
weight of due diligence work 
that must he done on a loan of 
this nat ure. Manufacturers has 
an underwriting group in place 
but, given the high risks 
involved in a project finance 
loan, is keen to ensure it has a 
watertight structure before 
drawing others in. 

The other project finance 
deal expected in the market is 
the £230m loan for a power 
station at Corby; NatWest 
has arranged an underwriting 
group for the deal, which 
includes itself, Deutsche 
Bank, and Bank of Tokyo. The 
loan will he released into gen- 
eral syndication later In the 
-year. . 

While these project finance 
loans can be risky credits, 
banks are stQl likely to buy 
them since many Eke to hold 
the assets and take the high 
interest rates paid. 

The other electricity credits 
still in the market - loans for 
the UK generators. National 
Power and PowerGen, - are 
scheduled to close syndication 
in the middle of this week and 
be signed in early December. 

• Another oil -company 
approached the loans market 
last week when Total Oil 
Marine,' a unit of the French 
■ petrochemicals - company, 
asked Royal Bank of Canada, 
NatWest, Paribas and Union 
Bank of Switzerland to arrange 
a £450m loan The necessity of 
repricing a smrilar deal for Elf 
several weeks ago haa meant 
Tidal pays a higher cost for its 
fluids. - 

The loan is structured in two 
parts, with Total paying 42ii 
basis points ova Libor for the 
first three years of a 10-year 
£300m revolving credit which 
rites to 60 basis paints for the 
last two years. In addition, it 
will pay 37.5 basis paints for 
the mst four years of an eight- 
year £150m term loan Commit- 
meat fees range from 20 to 125 
basis paints. 

• Scottish Metropolitan Prop- 
erty, Scotland’s leading prop- 
erty investment and develop- 
ment company, announces 
today that it has secured a 
loan for £725m from a group of 
batiks led ' by Kleinwort Ben- 
son 

Deborah Hargreaves 


BANQUE 
INDOSUEZ 
USD 150.000.000,- 
Subordiratefl FRN 
doe 1998 

Notice is hereby given ptnsu- 
; ant to the terms and 
conditions of the notes that 
for die six month period from 
No v ember 35th, 1990 to May 
'ISth, 1991. the notes will 
cany an interest of 8.575% 
per annum. Chi May 15th, 
1991, interest of US Dollar 
215.565,97 will be due per US 
Dollar 5.000,000,-note for 
coupon nr 6. 

Banqme Indonwz Luxembourg 
Fiscal and Agent Bank 


SOCIETE NATIONALS 
DES CHEM1NS DE FER 
FRANCAIS 
USD 606001000,- 
FRN DUE 1991 
UNCONDrFONALLY 
GUARANTEED BY THE 
REPUBLIC OF FRANCE 
Notice is hereby given pursu- 
ant to the terms and 
conditions of the notes that 
for the six month period Grom 
November 15th, 1990 to May 
15th, 1991, the notes will 
cany an interest of 8^5 % 
per annum. 

bn May 15th, 1991, interest 
of US dollar 4.147,92 will be 
due per US dollar 100.000,- 
□ote for coupon nr 16. 
Banqne Indosuer Luxembourg 
fiscal agent 


LAST WEEK, two borrowers 
took the still rather unusual 
step of buying back some of 
their outstanding debt in Euro- 
pean currency units and in dol- 
lars. 

Because of tax benefits for 
UK companies which buy back 
debt trading at a discount, buy- 
back programmes have become 
a common. If controversial, 
practice in the sterling bond 
market, but the concept has 
yet to catch on in other sectors 
of the Eurobond market 

“Buy-back and exchange 
techniques remain to be 
proven in the non-sterling mar- 
kets," says one banker. “In 
practice, the benefits of the 
consolidation of debt achieved 
through an exchange pro- 
gramme can be felt by rela- 
tively few borrowers." 

On Friday, Electricity de 
France, the French govern- 
ment-guaranteed electricity 
utility, launched an exchange 
offer, under which it could 
redeem more than Eculbn of 
debt, maturing between 1991 
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and 1999. Investors can 
exchange the old bonds for a 
new issue of 10% per cent 
bonds due 200L EDF simulta- 
neously launched an initial 
EculSOm tranche of the new 
issue, arranged by Paribas. 

By creating a very large 
benchmark issue. EDF will be 
able to issue further tranches 
more cheaply, as investors are 
willing to pay a premium for 
such liquidity. Since some of 
the old bonds mature soon, it 
also stands to extend its debt 
The same principal was used 
when Finlan d offered to buy 
back outs tandin g Eurodollar 
bonds in exchange for a new 
issue maturing in May 1996. 
The best response was from 
holders of bonds of a similar 
maturity, according to 
arranger J. P. Morgan. For 
some issues, the take up was 75 
to SO per cent, for others as 
little as 20 per cenL 
However, Finland's “replace- 
ment" issue, which totals 
$550m, has performed strongly, 
and appears to have improved 


Commonwealth of Australia debt 
reduction 
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the market’s perception of Fin- 
land's debt. A £400ra deal for 
British Telecom, also the prod- 
uct of an exchange programme, 
has also traded well. 

The long-dated sterling mar- 
ket has produced the most suc- 
cessful results, because there is 
a readily identifiable investor 
base of UK institutions. Many 
borrowers have repurchased 95 


per cent of an issue during a 
buy-back programme. 

However, investors have 
become increasingly disgrun- 
tled. Recently, two major insti- 
tutional holders of Scottish & 
Newcastle's long-debted bonds 
held out, limitin g the buy-back 
rate to 70 per cent of the issue. 

The discontent among insti- 
tutional investors hangs on the 


difficulty of replacing assets, 
while no fresh long-dated ster- 
ling debt is being issued. 

Objections tend to wane 
when assets are easy to 
replace, as borrowers are often 
prepared to pay as much as 30 
basis points above the second- 
ary market price. 

In September, Samuel Mon- 
tagu held a seminar for ster- 
ling market borrowers, where 
several fund managers spoke. 
“They were in favour of buy- 
backs of shorter-dated bonds, 
because many issues become 
illiquid quite quickly," says Mr 
Richard Richmond, of Samuel 
Montagu. 

The process of Australia's 
debt reduction - foreign debt 
has shrunk by more than 
ASSbn in the past three years 
- has been peppered liberally 
with repurchase programmes. 
Last week. Austr alia launched 
its fifth repurchase programme 
of this calendar year, offering 
to buy back over S400tn of out- 
standing Eurodollar debt 

Australia is a special case. It 


has been running a large bud- 
get surplus since 1987, and an 
ASS.lbn surplus is forecast this 
year. According to the Trea- 
sury, AS8bn of foreign aud 
domestic debt is expected to be 
repaid by June 1991. 

When some bonds remain 
outstanding after a buy-back 
programme, the Australian 
Treasury constructs an “immu- 
nisation portfolio" by buying 
matching assets which will 
fund the interest flows and 
redemption of remaining debt. 

The rewards for Australia 
are clear. The Common- 
wealth's budget included inter- 
est costs in 1989 of AS7.3bn. In 
fiscal year 1990-1991, the figure 
has fallen to ASSbn. 

But few sovereign borrowers 
are likely to find themselves in 
this enviable position. The UK. 
the only other borrower to use 
its surplus to buy back signifi- 
cant portions of its debt in the 
gilts market, is expected to 
return to the market soon. 

Tracy Corrigan 
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125 1995 


300bn 1997 
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12 99.55 Banco di Roma 
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UBS 

Credit Suisse 
Nomura Bk (Swttz) 
UBS 

Swiss Volksbank 
Nordfinanz Zurich 
SBC 

Nomura Bk (Switz) 
HandelsBank Natwest 
UBS 

Dai-lchi Kangyo Bk 


101.70 CSFB 

101% Deutsche Bk Cap.Mkts. 
99.61 Banque Paribas Cap. 


NOTICE TO THE WARRANTHOLDERS OF 

MARUI CO., LTD. 

U ^-5500,000,000 2 j / 4 per cent. Bonds Due 1993 
with Warrants to Subscribe for Shares of Common Stock 
and 

TO THE HOLDERS OF 

MARUI CO„ LTD. 

U.S .$100, 000,000 3*/j per cenL Convertible Bonds 1999 
Pursuant 10 Clause 3(xiii) of tin? Instrument dated 14th December. 
1989 (the "InsOTiment") relating to the above-captioned warrants (the 
“Wanams'*! and Condition 5|xii>of Terms and Conditions of the Bonds 
relating to the above-captioned Bonds tihe “ Bonds”! . notice is hereby 
given as fallows: 

In accordance with the resolutions of the Board of Directors of Marui 
Co., iJd- (the “Company"! adopted at the meeting held on 30th October. 
1990. the Company issued ¥70,000,000.000 convertible bonds due 1999 
on I5ih November. 1990 which initial conversion price is V2J542 per 
share. 

As a result of the above issue, the Subscription Price of the Warrants 
las defined in the Instrument! has been adjusted pursuant to Clause 3lv) 
of the Instrument as set forth twlow: 

Subscription Price before adjustment: ¥3.588.00 

Subscription Price after adjustment: ¥3.584.20 

Effective date of adjustment: 15th November. 1990. 

Japan lime. 

As a result of the above issue, the Conversion Price of the Bonds (as 
defined in the Trust Deed dated 9th July. 1984 relating to the Bonds) has 
also been adjusted pursuant to Clause 5i iv) of such Trust Deed as set 
forth below: 

Conversion Price before adjustment: ¥1 ,128.20 

Conversion Price after adjustment: ¥1.127.00 

Effective date of adjustment: 15 th November. 1990. 

Japan limc- 

The Mitsubishi Bank. Limited 
and 

Citibank, NA 
as Principal Paying Agents 
on behalf of 

Dared: 19th November. 1990 Manii Co, Ltd. 


Deutsche Bank 


New Issue 


DANISH KRONER 

Flafor Danish lnd.(g)t 150 1993 3 10^ 101.45 Kredletbank NV 10.155 

GUILDERS 

Ned'landse Gasunie(h)* 125 1995 5 9 101 Ij SBC Inv.Bk 8.713 

LIRE 

EIB+ 300bn 1997 7 12 99.55 Banco di Roma 12.099 

PESETAS 

Nordic lnv.Bank(m)4 10bn 1995 5 13.80 101.45 Banco Bilbao Vizcaya 13.384 

SWEDISH KRONOR 

SBAB* 200 1997 7 13.6 101^ IBJ Int 13.174 

Banqua lndoauaz**4 200 1997 7 13.6 100 Daiwa (Europe) 13.600 

Spintab* 400 1997 7 13.7 lOrij Bank of Tokyo Cap.Mkts 13.357 

YEN 

Oki Electric lnd.Co.+ 20bn 1998 B>4 7% 101.70 Yamaichi InL 7.458 

Ford Holdings lnc.4 15bn 1997 7 8 101.67 Merrill Lynch InL 7.682 

Konlca Corp+ 5bn 1997 7 7 A 101% Nomura int. 7.493 

Royal Bk of Canadafd)# 4bn 1991 1 12^ 101^ New Japan Secs. 11.248 

Republic ot Flnland(i}+ lObn 2000 10 7l 4 96 Nomura Secs. 

LUXEMBOURG FRANCS 

CCF Paris** + 500 1996 5.167 97 s 10lS fl BGL 9.447 

IPPA Fin.Co.BV# 750 1997 7 9 ?e 101 5a BIL 9.546 

Volvo** + Ibn 1995 5 10 101.SO BIL 9.531 

CreditO Romagnolo*** 300 1994 3.167 10 101.90 BNP (Lux.) SA 92257 

Credit Local** ♦ 600 1996 6 9" a 102 KBL 9.424 

Cera Bank (Lux.) SA(o)**# 500 1994 3.167 10 101.90 BCEE 9.257 

**Pr)vaM> ploeamanL $Con»anJb)e. iWim equity warrants IFIoolIng rate nota #VsriaUla rale tula. ♦Final lamia. a| Pul option 2S.‘2'93 at 
lQTl*r. lo yield 0 182'.. Conversion oromiu-n ti*M at 3.5'.. at Early waampuan 3H3J at tail*', decreasing aemi-aniniallv Conversion 
promium fisod at 2 5*. el Put option 33'4.tn at to yield 9 1*5'.. Conversic.i premium t.iod at 3 6 4 . di Niuw>*siini.ed issue oi Pul option 

3WW83 m to yiek! 9 179' i Conversion premium Incod at 151'. f) Pul eoticn 2aa93 a: 10"U*. to yield 8 036* .. Fungibto with emsung 

DKr300mn deal launched <n Oaebor rcomealiaMs ni FunglWo with owning Flia™ coal lajncned m Octaser Put osnan from 19 H 9' ot « 
increasing IGbp annuoUy tnorooner u Samurai dust currency issue Coupon paya&ie m Australian cctw-s. |l Callable It. 6. 93 ct tOl’a'. 
ceereaslng '«*. semi-annually t) Put ociion ai SSQ at IM 1 **. to yleto 9001". Convorsicn p-e-jjrn »,»ec at 3 5*. li Citisiito ai par irom 1993 
and on every coupon dale thereatier Coupon Days 3-monm Pipor ml Matador issue No-vcsliatie ri Mortsaje-aaciieo FSN issue Ccupen pan 
♦month Lit>or - 43M Non-caiiatlo ol rungiaie w-m o»tB6ng tu.FrSOOmn seal lau-iehed N’ciTMr :9K Nor-cji:a3i« pi Coupon pavs6-month 
UBor - A0e.p from years !-3. then at option ct issuer, n wll either remain :no same or cn»»je ra a t.iec rare c' 9 9". pa.asio a.-.nuallv N«e 
yields calculate ot AifiD hoars 
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NIHON DORO KODAN 

JAPAN HIGHWAY PUBLIC CORPORATION 

f Incorporated in Japan pursuant to the Nihon Dora Kodan Law) 


U.S.$190,000,000 

97z per cent. Guaranteed Bonds Due 2000 

unconditionally and irrevocably guaranteed as to payment of principal and interest by 


JAPAN 


Issue Price 101 5 /» per cent 


No FT? 

No problem in Japan. 

Keeping up with the news when you travel to the Far East 
used to be something of a challenge. The world seldom stands 
still. These days, in fact, just a few hours can be enough to 
change history for ever. 

Happily for FT readers, staying in touch is now no longer a 
problem in Japan. 

Because we now publish in Japan six days a week - 
transmitted overnight by satellite direct from London, and 
printed locally for the start of the working day. Ask for your 
copy at the hotel or on the news stands, in Tokyo or in other 
major Japanese cities. 

If you're a resident, we'll hand-deliver your FT to your 
office in central Tokyo, first thing every day. 

call Tokyo (03) 295 1990 now 
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MANAGED FUNDS SERVICE 


1 For Current Unit Trust Prices on any telephone ring dir eel -0636 4 + five digit code 
lliated below). Calls charged at <t4p per minute peak and 33p ofl peak, Inc VAT 
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For Currenl Unit Trust Prices on any telephone ring direct-08364 + five digit code 
(listed below). Calls charged at 44p per minute peak and 33p oil peak, inc VAT 
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GlltFd . ..... Ill 1 U6B 

(Acanu Stores! ... . 534.7 5615 
M*U4Bl Conner Sl >9 U7 6 123 6 


Mailed Conner Dllar. 51046 1 099 9 83 *5895 


2428 0.74 «S8»f 

214 3 290 45890 

6821 2.90 43891 

U6B 10 27 45892 
S6L5 10 27 45893 
123.6 11.77 45894 


t ies F ond 

S738.2 
5858 34 


Yamal chi Capital .Manomt 
Japan MtuCrnuith. . I 510 71 
YaaulcM ISS Fend. J 57 38 
YanakU C8 Pta Fmd 1 S8 U 
Tlni InFintd -I S934U 




Allied Irish Fund 

assist-.-. 

OaSurBagEoatmitaL . 

Ecu 

MdiGHtFd. 

InUMaiuged Dollar . 
Ml Managed Bond.... 
Barclays Inti Fm 
Qurener Funds 


IRELAND (SIB RECOGNISED) 

K2, pSSSEpS g£« 1 ?s 

ISLE OF MAN (sbseco&niseb) 

Allied Oantoar Inti Fund Mgrs QMOIH 

Lon) Street. Douglas. IpM 0U466ia« 

MB MaiugafU - 5 S13H) 05327 0 5673 - 444T5 
AOlUgdCmiMKU 5 S14l« 0 4143 0 4564 -446% 

ADI nr«Me EdU) -5 BJU8 05700 0 6079 - **T1 

JUHlUArerrHMz! J JL6H 03314 05B7Z - •*» 

ADI Far Ease U) 5 1U217 L01I7 1.0774 - W 

&WSIhltaaartc)..5 ttXZl 02*21 D.2550 - 4U0D 

AOlUKCapGUld 5 SIM 0 1841 0 1960 - «6ffl 

AO* Eurtipe Fdlai ... 5MUM* 10669 1.1362 . .-1444® 
For c gm aS Mn Price al Store* Phong. 0624 662860 

Asset Global Funds Ltd 

Abacus Hse. Mona SL Douglas. loM 0624620OT7 

Frenc* Eqwty ... . 5|»3u 123.B 1312) -WW 

UK Din 3l«.95 9.95 10 49 

UKEurltr 5(013* 11.54 1239 -H*691 

US Bom 5IS9B2 9 82 1 039 1 -M4M2 

CM Fund Managers duM) 


£1517391 
$44 3755 
£226346 
Ecu 13 4557 
11189.6493 
525 9170 
ZZttff 274715 


Yoi... — YJ.BOO 

nr |j--' II -| £1234 12 SB 

Hjnw4MaUc«Rrc7.JSZ520 26 09 


Sterling Bond.. I £0382 0 397*1 

US&a n rjnwttatm .Is93.43 48 83*1 

S»r : p 

KoreL. .. . fr - 

Malaysia..... *- 

PMlWna- — tr 

%35S! t - 


Broun Sbrnlcy 

Stetllug BdOiXDall 
Staling Das (Dallr 


CAGHUnc nme... £6.40 6 JO* 

CAGW6 Fntaro. .. 91200 959.00 
CA Easily &mW2-H... 1 0 73 4 04 

Otibank (CD LU TStlfonds- 

i ■ i »6 Fuads 

DmxdrrarX DM77 .626 

Yen Y2J90399 

SlerUan fJOJCO 

US Dofur. $17,110 

Managed- $17381 

Store torn Inrertnmt Fbuda 
IrU C No* 13. 102JW 


Ltd 

1080 4478b 
- *4787 
750 44788 
541 4*789 


834)44831 
4 95 1 44832 


-rvi.* i 


:“;T tmm « B 

mu I £-0585806184 -MTS* gad 


Global EuuH»- ... . - . V3476 

sfisss sBsSSr»; as 

USSpecSks Nat 19 ... Sis .220 
USEmlicbUnal9... . $11,417 

□tlcareMar 19 518380 


Equity & Law Inti Find Mugrs Ltd 

aaawr^irtrjr-jKSK 

Gartmere Fund (Sanagere dull) 

443^0.^ 

Mercury Fund Managers loM Ud 

12 HIM Street. OontaloM . 0624662255 

Merc loUFiidT_l| 94.95 94.95* lai3T 83^0 
MercImiBa*. . 3149 07 49 07*llA0lll3l4W71 

Refuge Overseas (1200) 

knennUoial Bond 36 8146 81.46*8617 
ECU A DM Bo* ,31a 94.17 9417*9954 
Slid Depcrsll ... 0 10L7B ID 1 78*10178 
USMb DrmsH .OUMtl 76UM1.7UO 
LJ UunmHual -56 015 84.44*89.03 
UKEmrtr Fd . . 51. 0904 89.0**9438 
TlgrrFd .- . . 5L 92 09 93 57 9954 

Euanpaan Ora . .. 5*. 8536 8633 9184 

Sun Life Management OoM) Ud 

staisi.. o 4192 

Unibank Scandinavian Fmd Ltd 

.6527 17,^0^ 


Boel9 . IS 
-19 .1 


go* tucootFead 

Store A 1 SO.t 

....„ .... SO 4 

'.SntarmB.J 51.0 

OK) itrm ? Isn CC 7 


ISLE OF MAN OEfiuUTEBX") 


CAL Investments OoM) Ltd 
CALC AC .... - 1532 56 Ol 

‘Daullaa Morettr 

Dim can Lawrie Iny. MgL Ltd 

OLSierlreg . T LI 9 - 123 2 

DL toternaUooal -Isi 55 1 65 1 


Equity & Law I 
[unui EouKr — 
FarEasIwdEgufiT 
MonbArnerEartti . 
UKEMHf . . . 
Global EauHr . . 
UKGIh AFrdhil.. 

Dollar Depart. 

Sterling DepoUL - 
Mougad Currency.. 


ematianal Fi 
162.99 17154 
S22JU5 23897 
SI 0722 L12M 
13433 141.40 
93 73 9865 

9626 101 3l 

U 0155 
10524 I 
98.00 103.141 


Eansean- £6.09 6 49 -| - 

FarCatton £419 4.46 -I - 

HorUiAwerlun. ... £5 81 6J8 019 ( - 

StertdagDsnl 91 01 9682* ms 45748 

UK6 ra*m.. . _ 256.94 273 0 1.1*1 45756 

KSaffig- 1*1453 1533* 0 52 1 44991 

Sure bra Dapoll- >M .D 340 2 0 D7 45759 

Global Portfolio Fd £. £5 Us 5.46* 0.61 1 45751 

CMul torefoilo FadS -IS9.89 10 70* 0.61 1 45752 

■abaft FltaugHtougamauttBumndaH * 

GoM. 151058 11.441 -1 45733 

SmAPrmr 
Fin* Into nl Fuada , 

DeuBUnwrlr Bd 08U0.M 1064 3 17 45745 

DlIrFadM ...15767 831 753 45746 

JapuIncAGwtk .. . 1V2.014 2.1321 417145747 


Inrato Managed - 


1514 27 1344) 031)45734 

JS8 70 9 17 1 -1 45738 


Gartauore Fuad Hammers OobD 
InaJ Inc* No* 16 . .110-10 193*1 


• Projected Yield 


John Gavett Hareuenint OoM) Ud 

$£ AiMoWmFdUd S7.<» | -| J60J3 

Paragon StcrWre fd Ud.. I £10.18 I -I 40333 

mi Global Finds Llndttd,, 

InlSUuGwtt . . • £12.67 1334 - 45289 

lull sis Butt Sl3.il 13.80 - 4K90 

H^ifetcoowGIIL . 0858 1937 - 4 52 91 

Monauenal Eoidty . E11OT 12.« - «292 

sssr.::. Q ^.« ^ -■ nz& 

j 87.45 93 03UII -I 46800 

Suras In osle of Man) Ltd 
Fawn Fd Nor 13.. . | £1181 -|47S46 

UK Trend Naa 15. .. .1 C7.91 I -147347 

Target International Ode of Mu! Ltd 
IMCmdwreFd . . £7 69 831 - 46430 

Fleet Siren Ina Fd . . I6B9 734 - 46378 

Uffito* locum FdL* £8 83 937 - 46580 

MtoaUfefWmS/S - £860 9.05 - 46531 

Tatrerull Mil Aanaa £635 645 - 46605 

LFMSurflog Fd J£9S9 WOO - 44435 

T>ndall International Osle of Man) Ltd 

H I.GHtiBuHdM. . . . 7101 - H 45684 

'AcaniStora!. . .1160 7 168 8 -1 45885 

JERSEY tSQRECOGHlSEB} 
as* c«?spsa «B'®5Tfc 

Barclays Internatiunal Funds 
PO Bor 152 St Heller Jeren O l»M67TOB 

tamlLii Eq U>c} - 9 ^ IU.TIb 0 718 0 7M| 2-5|W3fl 
SSJj . 56 pJ96 0.481 0.429 4 fapTX 

Gldtollfcu uunae 5WK0OT2 0305 0327 1 Uhog 

MPrearelhmtoE . 81221 1051 Ixs zkros 

Capital House Fond Mgrs (CD Ltd (0900W 
P0 Box 1B9 Capful Hw. Bath »- .SLlWle^ Jnjw 
T*i 053* 74689 iDcallugl 0534 75639 rtWptlurl 

Fanltoie: 0534 79040 Tito *192136 

Greta Nona Iitadpfleu* Oreo® nwdtllil* 

UlfSStr SlELOO 1.056 1 121 -[*4*1D 

taUAomcai .5OT377 1407 L«3 - MOJ 

Josoivu . 5 pi $37 2 546 1 641 - *<8L. 

Pacific BjUb 5B2U6 2-161 2.Z94 - 

Cencfc^blEutaM 5EJ63 2.33b 2.532 - «B 4 

Cold^ . 5 SL 184 1310 1284 -WOi 


Foreign & Cslaslal Magnt (Jersey) Ud 

Panda* ACetaaM Itareie An* Fd Ud 

a-LtsiCofi . SID 29* 730 45005 

0-M*UcwrewgCaA... U634* 7 50 45006 

Kick* bo 61* USO -*5007 

C-USS Boodk $13 14* 8 DO 45008 

D^treurtey BdPda... S173S* 8 00 45009 

E-suremgaovB- uo.7i* uot 45010 

F D Mart Bonds DM9 33* 8 00 450 U 

G-Ycn Bandy Y1077* 630 45812 

H-Ecu Banda E«99a* 930 450U 

L-UKEredUcs* £810 1000 *5014 

M4JSEO*IUO» S 12-39* 7.00 45015 

N-JopmseEqMtlB*. YBTBd 6 00 43016 

O-GAdul Edultle * . .. 31031* 7.00 45017 

v^vaectoT SS2J 800 4501 B 

HM’ .. $7.97* 7 00 430 9 

■ Bail* Dialing 

John Gavett Management (-Jersey) Ltd 

PWIMI8M-] P 59319 | -T 47997 

Fare Sad* ««r toll— 59.6* | -1*7863 

Pnggn Fd AAV On 3L I $10 03 I -(4795S 

Hill Samuel Investment Services IntKz) 

S. H £5S F — — P5K-»2%I -145261 

sget^M^ mm. 

S , e a St^T s oo M t ^~lS ,, 7 B V ,w ^ , 4^ 

MIM Britannia Inte r n a t i on a l Limited 

A ll Fmto deal tolly a cept ratore lodtomd 

Aroenou Epiiimtoi- 1 TtlOpTlMre I 3.401 45444 

Japan lot A Owtft (£1316 L 627 2 28 1 45*50 

IWIfirug l CIS 73 16 S3 1 833 1 45452 

USMUrOenaaduatidDuaretl 

Ararleailtottotfe...- (SLI72 

SWcbmnr. 

Ml HlgntiKome 
SWAgCtoj-Utad. 

“j 7 !? il^l -j *5*88 

CDJTbJ 0*0*6 

U 763 1.896 

£2.090 2.247 


077 1.135* 3.40 454*9 

316 L627 228 45*50 

STS 1653 833 45452 


S1.172 1 261 307 1 45453 

$1434 13 06) 530 1 45*53 

S2J82 23631 6391*545* 


UfUBdT M U I IN III 

Far Eon. . . . 
Pioneer Mato 
UK Crumb ... . 

C Mug Portfolio 


Aiuertrai Small Cue 
GoMAPretMiK . 
Japan PecfBeimnce. 
Humondla lot Dir r 
S Mag Portfolio. 
USFtaundil loll 
MUW1994 


- 45464 

- 45465 

- 45466 

— Ti'tiP 

L22 45469 
3 20 4W70 

- 47859 

53 27 25 03) -145472 

Jllo Fd Nov 7 • J5Fr7660 8227] -1*5473 

.'JUJU Small Cu'f If *45 JO *66151 -1*7831 




ImerrutlORai ... (281.21 295 27 1 £47145886 
Warburg Asset Management Jersn Ud 
Orlilaad A htl . . |£L 21 ljc ijl 45929 
Eireruybrt.. . .... $11651 123 69 - *5A33 

Mrecury Bor* Hpa 7 . )S2754 27.56 5 08 4593a 

Meuh fruit Nov 13 .. IL13J1 U .64 - *5932 


1331 U.I 
£36*3 

Td Lid 


Ward ley Fund 

Wardley J Joan Tnto. 


iners {Jersey] Ud, 

.14 21 14 95 —I *5972 

€0 93 0 98 11.61 45973 

$18 96 19 96 2.45|45974 

510 76 11 J3 - 45975 

SL5J7 16J9 6471*9976 


u bi S3* 

tisss 

-ZZE 

138)44724 
7*! 44725 


Wardlty JL 

VY«d ley Gilt Find .. .11093 
Wardley Prte Cap Tn...|S18 96 19 96 1 

WadlertoErellrTn.. .isiO 76 U33 

W«d Icy Bond TsL. . . IS13J7 163*1 
Wremre^taalaaaltpd. 

Maraged Cornncy Fd- 1 S- 16 99634*1 
Worlds orest (Mananas) Jener 
W6rMlmen Inc Fd r ($23137 23451 
EretaODbUEetrS*- $4588 4630 

EnaeOabdEocrOir DM13.92 lb DO 

EdMeC66U Friwc Dal* JDU2D31 £041 
VtaUnoeriy. ■Moodayi. r Wed n 


LUXEMBOURG (SO RECOGNISED) 




Abbey Global Investment Fund (uJ 
41 Are dr la bare. 1-1611. LuxenWoiarg J 


tsmrttoq 
UROUlF 
Afttmcan Gift Fnd 


S- ISO L6D - M6C2 

t~ 077 082 - WHD 

£- 059 0.64 - 44604 

i- 144 154 - 44605 

£- L2S 132 -44606 

For- 2 19 2-33 - 44607 

t- 155 365 - 44*8 

Y- 328 348 - 44609 

Sr 129 U7 - 14610 

Sr l 70 1 81 - 4*11 

C- 0 87 092 - 14612 

tr 1-38 147 - 41613 

E- 0 98 1 05 -kED4 


Europe*! Cell Fad . ... Ear- Z 19 253 -144607 

ELrrllng Prtral . . L- 155 365 " 44618 

Japanese Gift Fnd .. Y- 32a 348 - 44609 

(Slcriltn Prtrel £-129 157 -U*10 

Pacific Ana Gt6FU . $-170 181 -|4*]1 
(Surfm|Prmr> 

SU^Fted Merest F«.. I E- 098 1051 -1*334 

Aetna Federated Inti Mngn (Lax) SA (u) 

14RatLeooTftrB L-2636LU 010352 421211 

AEtua Fednxted latl UutaUo FM 


AotanEMO . 

AaorallanEquItl' • 
Eerupean Eijeftl . .. 
Jynun nrFmhy - 
UK Equity . . .... 
lacamt and Growth Fi 
AgwKjn to & Both - 


5 530 B.67 OZ9 

5- 7 11 0 61 46230 

A$- 538 2.75 46231 

$- 7 73 035 4632 

Sr 3.94 o.ll 9603 

£- 5.40 0.28 46234 


T t 5; 

E ?! 

.If- 5- 


Slotol Bond... - .. J $14580 - 44853 

GNMA Bead Roe 19 . . (112670 12685 - 4«6 

HYBOUNotlO I $66416367 I -1*4856 

EBC Trust Campxuy (Jersey) Ud 

taSmT? ■'fiid. l W«5 j 5 34 1 448? J 

Capttal 1S2349 £42151 6.431*4894 

*0ffer price mnudo. 396 nndiRi. targe 

34314*895 

•Off* price liwmder 5% pretl*. charge 

lutonatmaUmeFeud 

US5 DepSftort A. 1 30.6309 _ - 4 4880 

Do. Dfc*. .... 10 4099 0 46 44889 

Mxd.C1r.5rrt term 8 J 31. 0915 . - 44890 

Do Dis3_ 1 SO 7779 309 44891 

Eertdld Law Term* .iS32CC 334719 5 05 44692 

■ Of V Price lirtddn 3»eX MUM Onrge 
Eqnttllluk International Must Ud 
First Aret Prime Inc An Co Ltd NAV Not IS C$12.43 
First Acre Prim Inc to Cd Ltd UAV Nee IS USSU 13 
NAV DltatM te refka orrerve of all Wrra CS1228 
USS 10 57 

FMMHs Investment (CD Lid . , 

SCtrlmgtoMrtai - Fa 66 L76l -I 44979 

Flemlufl Group 


Australians Bred . AS- S.Z7 ID 0 0239 

Canadtwi S Band CS- 5 0* 8 b» 4fcSM 

DeuutauurhBmW 044- 4.49 3.74 462*1 

Muqd Ereapean 84 5- 5.1b b 05 46742 

SrebwBm* . f 4*s toarejp 
US Dollar Bond 5- 514 7 26 462c* 

Yen Bond Y- 472 M21M6M 

Ltodd Rrewee FmM , . 

□nschanarb Dei . ) DM- 5 09 B 8 7jl*N6 

Starling Karen ... £- 519 [110462*7 

US Dollar Res . 5- 5 19 It 09U£jaa 

YtoNBerap- . .. _ I Y- 489 fi 16M6249 

Barclays Inti Funds (LuxendMurg) (1400) 
41 Aetune delft Gore L-lbLl 010152404344 

Europe** Em 10 5VK0 710 0710 0760 27 4*734 

toerreUondBond 3>jS; 4* 87 14 91*1 72 44727 

l«UE**tf 51.61000 1 COO 1060 0 0 447*« 

North Am E*ty 51.R0J6 2DJ6 2165 08*173} 
POdficEo.. 5V.W450 3 450 3 670 0 *4752 

UKEtam ■ 5V u BOO 0880 0940 2.1W4750 
CMI Asset Management (Lutembourg) SA (u) 

313 route if A rt ec, L- 11 50 Lip 010 3524S8825 

StaidfehtoFT E- 0 wTT^bl -[4*797 

Cnwrt* Portfolio F. £-0 763 0ai3 -U<79B 

EwwWrtePmfMtaF- £- 0 654 0 6971 -1*4799 

Cm Global Netware Fed 
AnUOOdnu Emily AS- 4 483 

amta Ctohs ... .0*1- 18 492 

Cmudlan Eoraty C5- 9.920 

S tatoPIBPi — 5- 7 8*1 

WS EdWti FFi— 49 5*3 

GremonEquIQ .. . DM- 17 738 

Hrrtan Eguitr Ptft- 758 000 

Italian Emit/ . . - L- 7856 

Japanese Emlty Y- 1490 

Nordic EmUtr . . SKr- 35*36 

SwfssErelO SFr- 14.448 

UK Equity . £- 4 459 

USEmnry $-4 569 

JmuMuTnahg Y— 1104 

UAftrr Bdo Toclbg £- 4J43 

0SDd76Bitoa*g- - 8- 8 902 

German Boad. .. DM- 2D JO 7 

Japanese Bond Y- 1.553 

Swim Bom . . . SFr- 19 704 

UK Omu. t- S 136 

US . $- 10 3)9 

SttaCurreuCTUnrew. £- 5046 |l*nU37<4 

IBMrCwrsreaStoe - 5- 10 085 I7 03M379J 

CommefclaJ Union LmeRtbeurn SA (u) 

41 Jtaede la Gare L-161 1 010352402820261 

Cuux in i tial U uluu M i gip Portfolio 

1«o«*fr) [ - 41 77 96 3bj9.9i 

Mease 6wntl*gu>xl - 77 1* 01 77h 9liCS4b 

Far Eastern GwlhiD 5- 1 5195 361076 » 
American GwthU) 5- L6580 3 7575 1 01 

EmopeanGwthUJ . Ecu- 34846 3 54720 61 


lorenh Income (r) - 41 77 4636 9.41 

It.au aunt l*gu>al - 77 1* 01 77 l 9ll43M> 

Jr Eastern Gwth <l) 5-1 5195 36107 0 00)43611 

nefcan Gwth (t) 5- L6580 3 7575 1 01 

juupean Gwth ui . Ecu- 34896 35*72 ) 61 

JapauescGutMa} Y- 177 0 1B8.0 0 OOWbU 

UK Growth U! - 85 83 90 98 2.4141616 

Italian GwUi <u L- 331$ 134a 0 61 <3617 

Spanish Gwth Ul . . . PU- 148 0 157 0 1 91 0411 

Batch Gwth u> - . . Of l- 1864J « 0962 261 43670 

Belgian Gwtn txj BFi— 77 0 82-0 191*3417 

French Gwth Ul . . FTr— 75314 7 4838 1 41 U639 

Greman Growth ill . DM- 2QZ76 21*43 21b 4474) 
TOIUJ $-35278 1 6145 BOO 1456*0 

Dune Foods 

lULirftsrereamW $-4 9979 100979 6 57 CN43 

rilar Asere Oh (d $-4 9979 110975 b 57 CM2 

» Keene Au Ul . . Y- 481 0 991 0 6 2$ 43710 

re Reserve Die Ili Y- 981 0 991 0 6 2$ 06*4 

mare RcscrreAaUI DM- 9 9407 100401 7 67 0714 

nut IfereieDteU) DM-9 9UJ7J 100401 7 67 CJT12 
Jg ReseeveAcc Ul- - 107 34 108 41 1* 3 4Z703 

Jg Resene Dwu i - 10734 108.41 1*042707 


Naaa* SEW 

EqniFmiri-WriBht Nutlunal Eqty Fd (nl U) 

1* rat ARfciBgesL L-U1B I uirud ioaig 
tonIMNatEaulg.. AS- 113$ U 43 - JW15 

Austrian Hat Ewallr . Srt- 98 75 99 }$ - *474* 

EdUMfljaftJLBWi -- BFr- *25 431 -#■ 

French nai Egufly. . FFr- 76.78 7756 - acc 

German Net EaaKr . 0*6- 15.63 15 79 - *n«> 

Dates Hot Eoulry . . Df>- 17 07 17 25 - «74 

Italian Nat EnUsy .. L- 10.481 10 567 - COM 

Pac Basla Not Eouny . $- 7 27 ijs - M751 

Nordic Not Eqult. - S- 589 5 95 - M7S3 

Sun to JLatEoultf Ptft- 977 9 987 74 - 4*TB 

SwnalCat Equhy SFr- 16 46 16 64 - tchS 

UK Nftt Etoitr 6-716 7JM -MI794 

Fidelity Fvnds lot 

33 Bed Prince Herei. L-1724L** UK-0732 777377 


Jrescr-053* 7169b 

■tajee Mm6 f t KmuN 


SotUA Cast Asia . 
CMbstdreFe 

ASEAN 

France 

Gremany 

HoafKang .. . . 
tat* 


Mena . | Pu- 

Ma^osJa'.'"." ! ! _ £ 


OollirlfeewDh'd 5- 4 9979 1209^ 6 57 43612 

Yen Rearer Aix to . . Y- 981 0 991 0 6 2$ 4)710 

Yen Retrere Die (aj Y- 981 0 991 0 6 25 «36M 

OmartRcscrreAaUI DM- 9 9407 100401 7 67 0714 

D net IfereieDteU) DM- 9 HOT) 100401 7 67 4JT 12 
Stlg ReseeveAcc Ul- - 107 34 108 41 1* 3 4Z708 
GUgReeneOnui - 10734 108.41 14 3*2707 

Uaod FUads 

Peeia Bond Au <a) . Pu- 202 0 3$»QU2JiMj71b 
Peseta Bond Ole (al . I Fla- 2020 204 OlUj3*J7lJ 
Royal Trust Amebala Kidd 010 352 4890*1 

tr 1.10 |0 OD [06787 

Alone US • 5- 1 26 o on wurB 

Alotaa Ytorldwid* - SFr- 4 05 0 00 *6701 

ATpUJananese t- 838 0 Qo 

•Mu Pacsflc Rhn _ S- 1 25 0 00 16786 

Alpha Exrcmsn Ecw 1 06 5 OO 467*4 

Cold Share S- 0 89 0 001*6793 


Scenmg Bond . . £- 

USSBoud S- 

Dumrwrurl Bead . DM- 

Alfnj Wortawwr SFr- 


£- 106 *5 

V 1033 
*- *892 

: r- 4607 

£- 12*22 

V- 11 $30 

ft- U 230 


Sorting Resene . [ £- 11422 U 611*6745 

USSterere V- 11 530 I 6 2| 46797 

ttotsdenwiRnreie. 1 Dtft- U 230 15 9li**TO 

Cmvftle Astot Athrisan (Lux) SA (u> 

U Rue AWelegrt. 1-1118 Uumooura 010352 48191 
EmayqwrMtare. I 5- 8.9b T -U*472 

O r tsd n tibank Asset Mngtnt SA (u) 

13 Rue Beaumsut L-1214 Lnendmoru 
Dlt-Lu> Bcmscxelal . I Dtft- 7156 73 711 -1*7828 

Eagle Star Inti-Global Assets Fund (u) 
POBnxlOl. OoggUs.loM 0h’*“- ,,nn 

UKEcmlr i £- 0 91 0 99 


E ara p aa n | Ecw- 9962 -f 

Imreflhtloaal _ .. - 1 5- 0.970 -f 

USOellor I 5- 3082 7.50} 

StxrMug | £- 0230 111 4 

Yen I Y- 1502 -h 

Priest as re NorenreiT 15 


Fleming Gmnp U 

45 Rae Os Sdllas L-2S 


1259 4S763 

6 99 45764 
7.01 45765 

! 6 95 45766 
I 6 69 45767 
Id Ltd 
14 04 45808 
1 7-13 45809 
7-J5 45610 

7 20 *5«11 
7J1 45012 

I 12.70 *5813 
11 37 45814 
918 458 IS 


FFF American . .. 
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MONEY MARKETS 

The moving floor 


MARKETS 


POUND SPOT - FORWARD AGAINST THE POUND 
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STERLING’S moving- D-Mark 
floor has probably em>M^ th* 
Bank of England to Wm^ 
support for the pound, despite 

hPc£S£a- ?ftS rmailce sinc e 
becoming a full member of the 

European Monetary System. 


.taKuDMS^Vh^TFS^ 

the ERM on October 8, bat has 
not yet c ome under any strong 
pressure. 


«.■ „ _ _ 
Ti~ , 


peseta has been a constant 
PtalBO.59, but its minimnwi 
allowed limit against the 
I>Maik has fallen. This can be 
cafcutetetl by taking 18059 and 
dividing it by the cross rate 
between the peseta and 
D-Mark. This was Pta62jB5 on 
October 8, giving sterling a 
floor of around 
DMJL8725. By the end of last 
week the D-Mark had 
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pound’s minimum - 

level against the German 
currency down to about 
DM2.8350. Sterling closed at 
DM 2.8900 on Friday, which 
would have been 


DOLLAR SPOT - FORWARD AGAINST THE DOLLAR 


FIXED INTEREST STOCKS 
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the pound at present is the 
relationship between the 
strongest member of the 
syrtem (the Spanish peseta) 
and the currency that all 
central banks use as the 
critical guide (the D-Mark). 
The D-Mark has gained; ground 
against sterling over the last 
six weeks, but it has also 
improved against the peseta, 
and this has worked to the 
pound's advantage. 

Sterling's floor against the 


uncomfortably close to its 

whc 


allowed base when it joined the 
ERM, but was reasonably 
above its present floor. 

A further tightening of 
German monetary policy could 
cause problems if this takes 
the D-Mark to top of t he 
‘ ERM. Sterling will then be able 
to fall to. DM2.7783 before 
intervention is required, but its 
recent performance and 
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Sou* Afr£l (605. — — -9.0 111-97 121.46 113^ 138 Vj2 -22.7 2M 108,15 12S.® 135.75 127.55 138.64 234.® 150.07 155.00 

Spain (42).....~T..._ - -tSS 125.19 135.79 Igg _g 7 ^ 91^1 ®^2 75.10 70^6 71.31 109.77 85^0 88.00 

Sk«tan(S) - —z9 68.86 ^70 \J2JS2 -16.0 5.65 181.48 122.15 131.82 12195 122.15 176.18 1M.87 14SL35 

~Z5 122.62 13199 jgg -105 3.85 127.99 98J1 104.57 98^5 12759 14195 119.06 138.77 

-119 4.45 135.81 102.73 110.96 104.25 103.78 57.65 12451 1^.M 

S3 5S S3 S3 S3 S3 S3 S3 S3 S3 

IfOffSc (112) - 34.8 94-65 10||7 g JSa -33.1 ZB 1 131Z8 99^9 107.23 1M-75 105.31 174.18 116.03 150.99 

FtaFc Bans* (64) _24 5 98.34 106-^ ^49 _n.O 3^5 127.71 91® 104.35 88 05 12140 14143 11926 13131 
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EurofW&LUK <664? _i?4 89-19 SS-JJ gog i^23 -32.4 2.67 131.87 99.60 10728 101.® 105® 173.77 117.12 15161 

Pacific Ex J*o«nt20Ql-“ -240 98.73 107-09 1®^ -217 2.74 12823 95.46 103.14 9651 111® 162.® 115.37 151.43 

-22!o 94 70 102.73 112 ^ -252 3.® 129.11 97.® 105.49 99.12 112.78 161.84 118.04 1M-S1 

... World ©tiSr2043) }§fg -192 ®-96 ,^22 11720 -142 4.19 13121 9925 10721 1M.73 117.16 151.® 12421 13325 

a *'■*> m - «» H 97J5 l05 ” 9931 112J ° 1lgJB 11833 15060 

. ’ IbaiWorM Index *gS*?i 1g8 B|f ~ 19 8 22ZZl lUUf 1 H g T* 7 f tis * lnrfme> - 90761 fpf>lirid Starllnnl and 94.94 fLtxal): Nordic: Dec 31 19M = 13165 
law vAtues. Dec 3*. 19® J'elSSira'^anO^ ^12322 - rvj. and County NaWwt Secarttl* Um'itod. 1987 
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CopyrttfiL Tw Ftrapwtf ,2* ^ flueensl^ ' 
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BANK OF ENGLAND TREASURY BILL TENDER 


Bliben after 

Total of applications 

Total allocated .... 

Mtaiimm accepted bid 

Al loupem at nrnimun levels 


Nor. 16 


£250m 

□232m 

£250m 

£96.740 

42% 


Nor.9 


C50m 
LLMto 
£250m 
£96 746 
97% 


[Top accepted rate of dlscomt _ 

MtngerateofdlscDm 

LAierape ybeid 

[Amount on offer at next tender 
MUmwn accepted bid lB2aays 


Nov ^6 I No*. 9 


■13.0758 

^3.0333] 

£347184 
|£250m 
£93 910 


0'JU 


l^.i 


0558% 
1.0552% 
.4944% 
£250m 
£93 855 


WEEKLY CHANGE IN WORLD INTEREST RATES 
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Base rates 

7dayMertaid[ 

3-montli Imertunk 

Tiraurr BlIIToder 

Basp 1 Bills 
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Band 4 Bills 

3 Mth. Treasury Bill . . 
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AMSTERDAM 
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♦A 
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13.’. 
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♦A 
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9% 
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4 

Onemamh. 
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MONEY MARKET FUNDS 


Money Market 
Trust Funds 


.W Bf 


Co-openrtlre Bank Top Tier 
7840CotiMII Ed 

£».«0r... 


Net CAR line 


00,000-449 999 . 
£2M0-i99w . 


muiiey NcUlsnncni bB UP 
jBPem bwy Na M TwtyidgjTIW 210 nT32770U4 

Carcasn Deposit Fd . 1 14: 17 -114.941 - 


isss™. 


128 
123 
112 
10 fa 
10 2 


100 
9.75 
8 75 
825 
80 


W00blbl62 
L37I - 


UJ 

119 

11.2 

109 


The COIF Charities Deposit Accwot 

,071-5881815 
-1 15031 - 

Cent. Bd. of Fin. of Church of EogiMdU 
2 Fere Street. London Ej^»T 5A0 . 071-568 1815 


071-753 1000 


Dewnli.. 


-4 15.03140253 


2-3 Whlu Han Yard. London 5E1R 1NX , 071-2 
Call Fad Uih lOJfl ■" 

7-darFmd . .... UK ' 

Soecul Find 14 08 

Dollar _ . 6.75 


Money 


Ccttttx & Co 
ItoeiM Account 
440 5vaM. London WC2R005 
Far Bcnaoal ontoeun . 

MSfsl : 

9RH^prteUH| : 

0»»W24.QW. .11150 8JT5u2233i - 

Hath Composite Ouaoit tar dlHh moaey 
27 Butt U~ London £C4R 0U»A .071-6233434 

Rais Hgmiafaie site .U3.B7S 10 7S0I “ - 

Partington & Co Ltd 

lflT*Cjpomt,PlrrauUiPU3AB 0752673873 
Marar MK *« ...ITu.IJO 10 14 1 14 » I - 


Market 
Bank Accounts 


AZB Bank High Interest Cheque Account 
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faSl 

"artet Deposit AaanHntnt Areas 

9 125 M2T9 at - 

13US 18 24 1 1431 - 

135625 1058 <0 81 - 

13 75 10 737( 15 03 - 

U 75 10.791 15.03 - 


IK- 

□ D00-£24 999. . . 

£25 DOO-E249 999 . 

£25b 000-C999.999.. 
tl.oOOMQopMrtv 

afoateM^w^lVa 125 11 ozl hm 

C2S.00D MManK. Il450 UJll 1508 


Attken Home Bank pic 
30 Cilr Road. Ea Y 2AY. 

Tltaucy Ate |12_50 

Wii«aiILOM<m 1250 

U H On O B0KW.9H . 13 00 
Hu Im Cbfl £50.000*. ...1 1350 

Allied Tiust Bank Ltd 
97-101 CaoHO Si. Ldddpo. EC4N SAD 


T0UNAiO,00l4i. . .114 25 li t: 15 bO 
HrCdi£2.Ddl-N.. . .1 12.90 10 Ob 14 05 
PfWUHAIASLOOM. 113 95 10 W 1525 
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Uorey MnsL AcxL . 112 M 10 Ml 13811 - 


American Express Bank Ltd 
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Midland Bank pk 
PO Bor 2, Sheffield 


Barclays Capital Advantage Account 
PO Bcnl», Weswood Bl Plr Coreotn 0203694242 
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FINANCIAL TIMES STOCK INDICES 
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16 
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IS 
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14 
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13 
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12 
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9 

1990 

High 

Low 

Since Compilation 
High Low 

Government Secs. 

80.45 

80.19 

80.00 

80.35 

80.26 

80.24 

84.20 

74.13 

127.4 

49.18 

Fixed Interest 

88.45 

88.40 

88.40 

88.46 

86.43 

88.33 

92.91 

83.60 

105.4 

50.53 

Ordinary 

1614.8 

1599.6 

1583.2 

1593.6 

1589.7 

1582.6 

1968.3 

1510.4 

2008.6 

49.4 

Gold Mines 

157.4 

156.1 

161.7 

162.3 

163.5 

166.0 

376.5 

156.1 

734.7 

43.5 

FT-Act All Share 

996.49 

992.® 

986.82 

992.08 

990.49 

985.® 

1226.83 

962.® 

1238.57 

61.92 

FT-SE 100 

2066.0 

2060.0 

2046.0 

2056.0 

2051.9 

2040.6 

2463.7 

1990.2 

2463.7 

986.9 
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Five ta Fifteen Years 
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l... 
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l^hOTreaLUVl)! 


pc 2000-03. 


i;pOO|Trt« ^2003 


L620tTreAt U%pc 2001-04.. 
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2,9^om«*4o9%p6 2005... 
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Index-Linked 


650frr.2pc‘92t* 197.81)125 

b.2'94.. ““ ' 


40o0o. 2 ’94- 1102.9)1 115 

LDOOlDo. 2pc '96. I67.9i 170 

900MO 2** pc '01. — C7S-3J 137 
BOOfDo. 2** pc '03. . . . C78.B) 133*, 


00 


lJOOjDq. 2pc’06 169J)(134 

2‘jd 


, 95( Do. 2% pc '09.. . (783) 123 
J^( Do. 2% pc '11.... (74. 61 12 
l^C Do. 2% pc '13.. . (89^1 305 
L700Do. 2 % pc 1 lb.... (81.6) 113 
•MW Do. 2** pc ’ 20.... 183. Q 109 
900iDo. 2%pc'24B._.(97 7a 92*i. 



^3U.v23irp 1312 
[UHnlbUcr -I 
166brl6Sq) 1313 
IZAUirKStp 1316 
pWw20Mar 13171 
plael9JulUL4 
fcOtofZDMay I31S 
&Fl623Aa, 1319 
lUFAUAnp 13201 
E6 Jm 2bJul 1321 


OfaOa 


20.6 il7Jwii7Jdll323 


1322 


Fjsuro m parenUiaa show Rpl base for Indexing, (le S 


nwrths prior tn l«ae> and have been adjusted to reflect rehaslng 

ereioo factor 3.945. RPt for 


of RPI to 100 hi 

March 1990; 


, 1987. Comerek 

.4 and fur October 1990; 130 J. 


INT. BANK AND O’SEAS 



COMMONWEALTH & 
AFRICAN LOANS 

-jSRhod 2**pc Unasitd_..| 206j I - [lAprlOcil - 

3T(to.4ijpcBT'9Z Astd. i 841*1 J 14.7 t?Fe&7Augl - 


16.10pfflwZ2M; 


127 Feb Z7 


18.6 j25Jan 



LOANS 

Bulldiiq Societies 




lDo.4 


19.2 E3Ftt23 


BHvBSqi 1281 

UStpl-Hta IZK 
|lB Kai 18 May 1262 
14Jan 14Jol 1274 
2SApi250ct 1246 
lB0c*UAlirE2<7 


Over Fifteen 

J^flfTreat 12 %k 2003-05,. )l07 
LBM Treas. 8pc 2002-06**. j 71 
3.1S0 Treas. m,pc2fl03-07.. 

1,446 Treas 8%pc 2007**.... 
l^St rre*L 13 Vpc '04-08,. 

2lki Treat 

LOM Treas 8pc 2009. 

W Smt9pc Ln2SUtf.... 

1.O0C TrettS^Sitia-lZlt—i 
700 rmK7%pc2012-15tt. 
i.uootxch. uSSswit:" 


Years 

0.4|l5^0{zmer2Uto(i295| 



SAprSOct 11334 

b2Jul22JarMH 


■tal22Jar 1293 
pjalbltd 1339 
|2Kra26M» 13011 
UAjrDOtl 1343 

jlSliaiwilrhasft 


359 Bomols4pc. 
l.W War Load 3 < 

13! Bom.3>gpe 

“ Tree*. ’66 Aft 

276 Consols 2>2 pc. 

475lTre£.a*apc 


Undated 



2S.6B Feb Uugb23?| 


[UnalDee 1352 
LAW 10a 1243 
BE5Apr50a 1324 
£9 B/aApJd 01238 
MtaflApr 10a 11315 


Public Board and Ind. 

25lMeL Wtr. 3pe ’B" J 53i i 18 ilMarI5rab3U 


FOREIGN BONDS & RAILS 


£*■ 


Stock 
7pcAss.._. 
Do.tipc2BSih.ASLj 
Do Mixed Ass _ 
liHiiec. '24 Ast, I 

4av5Wis«2im-.l 





Intend 

. ww 

1 1 May 1 Nov 

llFeblzw 
LAprlQa 


Sty- 

Una 

2763 

Z762 

2761 

2935 


AMERICANS 


ftWdAiwfcaBl 

WMAnwrltech 


i&m 

5323BM 


„ Stack 
^AfibKUaboracrtol— 
Ihghm&Wlc— 

lUmdebl 5c 

ijJmkt. Cyammid S5... 

60c.. 
T.&T.U- 
51^.._ 
HWhaespia EadW-! 

opankAmeria UA 

. ntas N.Y. Si-.— 

. JljBell AUantlcSJ — 

,9H43el Booth CBrp 

BHhlcbaSUilSa., 
'BNHIad Labs. A... 
7jBm»aer lot_.,..^.. 
lBxBawfck75c. 

,gCPCIntnJ.25c. 

llfornla En^»... 


365. 

379.H 
1327/ 

ugai .. __ 

3310 OCmMi Soap' 


Price 

£ 


3H 


% 

U4 


m 


ta> 

4 


4.' 

0.7| 
Z.H 
4 ^ 
4.: 
4.81 


12 %; 

Sii 


26 


B 


*P 

J7d 


-Lb 

lOjt 

-3J 

a.| 

iff 

12 J 
-09 

9.3 

93 

7.9J 

si! 


Last 

9|A 


9f - 


3L1 

[27.2 

# 


,17.8 

5.4 

t>2 


yu> i 
■3SJ ID! 
26 A [l, 


OMdends 
PaU , 
FbMyAghU 


e 

503 


WUrJiAg 
UrJeJeA. 
fbUjAsSl 
,FUUj AgKt 
FBUjAqPHl 


11594 

fiW7 


FtMrSpDtll 
AaJbrOejasIl 
Ft Hy As Ba 
ftUyAata 
HarhnSD 


feJaApJi 

'FMjAuH 

)uAaJ*rOfl| 


5.4 2.3 4 4 lorJaApJybOM 


1£B4 

1969 

1263 


AMERICANS — Contd 


■tetri 

Co. fa Stock 

443.9 OreMaXa^nUTij I 

683.997WX. BuAiasCanc. .1 


683.9Ktn, BuLae( 
lJDShrjsler'|6'(, 

496.2 Cmt’l Bank Co^SA . 

- KonarlhaSaa— 

537.6 Dana COrp.SL 

49.1 Data General.. 

3 BOBS Dun & BradOnei S2 , 

978.0 Eaton Corpn. 50c.... 

326.6 Ecblln Inc..— 

20761 FPL Croup lc. 

1.642X Fluor Corp 62% K- 

738LC Ford Motor SI 

25ih2W Sen. Elect. 63c. J 

- iCowil Has Carp Sl_. 

J3»j SlllftteSl 

14.6 ixfaerttaBWMSL. 

448.0 ErtyltouidDlil SI %. 

397.7 Hasbro Inc 50c 

2.D0JJ Honeywell 51%_.... 

1835 Haoaon indf.| 

UUIBMCorpnSl'x. 
0.3£ KwSmw/25rl£.. 
916.£ lneefso)l-Aand52. . 
L016.S Lockheed Crpn. SI.. 

122.7 Lone Star In* S1..J 

740.7 loBhteu Lam 15c.. - 

414.9 Loire's 50c. 

474.2 Mand HanorerSL.. 
1005 Merrill Lynm 51.... 

282 J Molexlnc. 

3A4* Morgan (JP>S2%.. 

MJQI Morris (Philip} 

7.79*1 NYNEJt SI 

0.6E H’ii kb Legal 5en.[... 
182J PHH Carp. “ 


[Wed iJrid LaB 
Sr 1 ! xd 
23126 
83 12 


10 6)12.' 
nacio) 

m3m5 


_£jl 6.8(288, 


5us m 


-frPad_HcA^r| . 


587.4 Pafl Corp 
L3BDJ Peanaoil 83113c.. .. 
LS57.< Quaker Oats 55... 

573.6 Rep WY Cotpn S5 
J.673.1 Rockwell Inti. 51 ... 
37161 Sean. Roebuck TOc... 
8140 S Sonthreun Bell SI . 

LtWt Soil Co. Inn 51 

LD511 TRW ln£ 62 %C- 

3356: TetmecaSS 

'1331 Texaco 5625 - 

HUB Tex* IlHtr. SI 

3.8981 Time Warner 51 

275 J nilNOVACarp 

4.956* USX SI 

278.7 ptJiUiah 

Z.WI Did. Technologies... 

-PUtllhedilnc. 

3.78b' US West] 

3BW.* IVSte UanajttiBd 5L 

793.6 Whirlpool SL 

96B THpNnAmnb S3 % ... 


5.6 4.9 
7 J 0.4 2 10 
-2.6 8.6 28 
1U 0.6 20.9. 
6.5 10 i 29iq 
6.4 3.4 21.9. 
05 7 71312] 
-0.6 U 27.: 
271 22i 28101 
2.8 5.6 285 
B-5 15 15, 
3.0 3J 25.10] 
-4.1 8 5 1011, 
4.7] 45| 5.5 


Obldnah 
PlM 
FbIMtY. 
Iflo JjQcJal 
9(MarJnlS~ 
My An M 
iFMyAi 
ttUr JtSp 


9.4 3 8(13.11 

4.2 5.M15.2 
1Z9U0.8 

-35 21)285 
SJ 2§U.7 

8.2 165(26.9 

4.8 53 " 

7 9 0.226.6 
5.6 4.319.9 
LOj 291L9| 

6.A27.6 


5M 


8.8 
-185 
10.4 1.1 24.1 
45 28 8 
29 19.6 
2« 12. r 

3.6 1411 

7.7 228 
5.2 4 7 

5.8 fall 
5.2 6.11, 
b! 6.11 

5.6 6.11 

2.7 27.9 
1 2 22.8 
4 J 9.11 
4.4 611 


4 0, 


mr*fS«a!r(2695 
Ja*p JyOcI 


I J* Note 
MtfJloS 
Mr Jr Sr Of 
MvJwSO 


lt»Jatete{3979 


4.4 


lb H 




Mr JaSeDe 


(2306 


UrJaSpDc 


tefaJkOd 
MrJBSrpOec 
IJaApJySci 
Iter Ja SO 


B410 


(2609 

0615 


JaAp Jy0d2675 


% 


12919 


Mar J .. 
84 Sell Harl 
June 

fateJljfk 
JwAohTte 
UlOfMIftete 
JanAorJiyOa 


JasteJhOG418 


B161 


October . . . 
F Maj An N|4740 

JakpJrDar^ 


0630 

0738 


'eW 


'FeMyteHe 
Mar JmSO 
lifyOc JawApr 
Jaikpr JhO 
Mr J. Sr be 
tere Anr JFy Dt(51 
FbUftete] 

Mr JnSrDe 
MaJuSeDe 
Mr JiSpDc 
MrJeSeOetoJO 


atr 
U at 
2109 


m 


(3216 

0222 


3279 

6351 


pyn 


91 


(4135 

H318 


•laApJyOt 

MrJiSeDe 


McJeSeDr 

5epDec 


5033 

4234 

4309 

4380 


MrJaSpDc 


iFtMiten! 

toOjOcJa 

UrJsSrDe 


10314.4 1 
111 16.61 

•».«27J| „ 

7.ll264MrJfSeDeU540 


4381 

4439 


CANADIANS 


LB925 


7tek. 


868 . 

s.tejT 8 ' 

4».' 
uisji 


k. Montreal | .... 
.Nora Scot]... 

ICG* SI - 

lacEi 

/flVBrascanl 

BrrakwaerRc. . 
un.ImpBanki 


■29WI 


15123pn 


14.0) 

66 

34 


513., 

14.8J& 
Jf6i 


232: 

43C, 


CT.' 


907 

313.1 


177! 


Mi 


.Pacific!.. .... 

£ 100 ... 


Do. 4pcDeb 
•Central Cap ’A’ 
.icons TVX Min 

- y Corona Corp 

- fftErlanlMt g 

3 9Ed» Bay Mines..., 

- *EC0 Coras.. . _. 
0 iairialf Teda. Inc... 


ranges Eiplr.l 
eulfCai ' ' 


CaiudaC..._ 
awkerSIdCan*... 


7WHuthon’s8zy 
B 0 imB«ruiOl!i..'_.. 
Bpeol 


-]9Miis»cta Expln.. 
S6ld|„ 


- FlthWesLCoL... 

7 fora top of Alberti. 
C *RWA)pjm 

* Royal BX. Can. j . 

- VSeduna Inc. 

- ySoBOBScM Carpi-. 

- TTamPtm lect. tot|, 
’ oronUHlom. Bk{_. 

“rani Can Pipe .. . 


909.7taTi 

172.0lVarltjr Corpt 


Bhpj 

12 % 

4 sa 

B29p| 

MW 

WW 

543d 

«i 

77W 

26%! 

12%' 

ten 

13 : JC 


'3im 
■ 7340 


WifaS 


a a 


-u 


2-3 fc.8( 
42 71, 
250 135| 
82 5.9| 


tn 


26J 
15 U 
210 


4 6j 

-5 3 4 J) 

2^ 3.-4L.-, 
-03 3-Chtill 1 
2l| 4i( 1.8 

"*3& -j - 
5350 ,-- 
-o.g s 35 11 

7Pd.. 4 r3 18 - 7 

13s -235) J 

bp -8.a , 

735o 10.S 4 5^20 3 
. 730p 2.3 4.11 

!:03-i 3 as 


, FbUyAglh 1029 
30.bUaApJu0c 1017 
~ ' |F>Uyfiafla - 
ApJyOtJa - 
JaApJyOc - 


4.lMl2l 
■■1261 

2810 


129.6 


4.g28iyJaABJf0cE638 


-32 lO.fiH.5 
05 ^ 

"S I 4^ 

tl °-A 


2.8 


3b 


11.12 

V 


feMjteNajl037 


July Jan 2051 
JaApjlfBa 


UrJnSeOe 
Juw Dec 


0070 


JaApJyOc 
ApJrOeJa 
UrJhSaDc. 
Mr JeSeDfl 
JaApJyOc 


1215 


leiteiciteL 

t JuneDec! - 
IrJcSeDetliai 


F Mr Au Nj 
|JjAe JyD:| 
Ax.^Oc 


10207 


Continued on next page 


A 


7 


198 


35.8 

3.2 

>053 


32.0 

20.2 

1.4 

17.0 
19-2 
19.8 


10.6 

40.3 

42.3 
- 2.0 


17,0 

16.3 

56.5 


21.2 

13,8 

56,7 

74.0 

32.4 


6.3 

7.9 

7.8 

12.0 

3,7 


16.7 
11,3 

10.8 


13.5 

10.2 

11.6 
12.2 
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FINANCIAL TIMES MONDAY NOVEMBER 1 9 19 


4pm prices November 16 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


Ch*fla 

n HoflA PI S* Clan Pm. 

«9»» Low Slock ON. YkLE lOOaMgh Law DuikPwi 

- A-A-A - 

37% 9% AAR IB 4.1 7 2289 11 «. 11 11 - % 

9% t% ACM n ijji vl ra IV eij <i 

11*3 I'lACMn 128 EL m 10 9% 9 V - % 

PV 6*2 ACM M nl 01 14 - — 

IS 1 * 10 ACMMM IS! ta 


11% 0% ACM Sel-26 

3 s ! 7 % ACMSp 101 

15% AL Lao IB 
SV t AM lid 
21 >* 4% AM In pf S 

72'j JHh AMU 
34% 22V A7JH pi Z12 
4 1% ARX 

72% aH, ASA 3 
3*2 3% ATTC Ml 

43% 31*4 AWLat>s£4 
14 10% AHUM 0 JO 

11% 4% AcmeC .40 

9% S AcmoE J2 
32 V 1B% Aaaan * 


U 714 7% 6% 7% + % 

ta 209 11% 11% 11% 4 I* 

ia 20GB 8% 8% 9%+ % 

12. BIB 0% BV B% + % 

.7 W IS 22% 22 22 - % 

508 1% 1% 1% 

SB B1 7% 7% 7%- % 

14 432Q 48% 47% 47% - % 

9.1 10 23% 23% 23% * % 

4 497 1% <J 1% t%- % 

7 A SB 41% 40% 40% - % 

20 3% 3% 3% — % 

20 20 5506 43% 42% «%- % 

5 11% 11% 11%- % 

7.4 8 IB 9% 3% S%- % 

98 9 17 5% 9% 5% 

19 SBS 24 231* 29% - % 


16* 14% AdaEx 1.72a IZ 989 14% 14% W%+ % 

1S% tO%A4*o IB 11% 11% 11%- % 

20% 16% Adeb pi 104 II. 2 17% 17 17 - % 

21% »% Ad* pi 240 12 23 20% 20% 20%+ % 

<1% 3% AMD 2184 4% 4% 4% 

32% 13 AMD p* 3 16 174 1B% 19% 15% - % 

9% 1% Arhus! .16 &7 245 2% 2% 2%- % 

B2 29 Aatnci 27B 75 95484 39% 35% 3B%- % 

12% 8% ABIPb 34 35 153 7 6% S\- % 

22% 10% Admarai 88 B5 53134 14 13% 13% - % 

3% 1% Adewi S 43 9% 3% 3% 

61 42% AirfYd 144 25 12 1133 S2% 61% 51% - % 

27 13% AirFrt a 50 1.7 01087 18% 17% T7% 

24% 11% Avon H 87 12% 12% 12%+ % 

20% 13% Alruuae 29 IT 7 20 15% 13 15% 

23% 21% AMP JdZ 13e S3 7 23 23 23 

10% 9 AlaP *dff7 SI 5 9% 6% 9%- % 

38% 90 Abf> pi 9 9.4 4140 97 98% 98% - % 

107 102 AISP pi 11 1b ZtO W6 106 108 

SI 64% AlaP pi 628 95 zteO 67% 87% 67% 

28 13% AWAIT 20 12 9 254 18% 10% T8%- % 

79% 9 Mtoivtn J5 35 13 117 W 9% » 

27% 19% Atterte a£0 6 20 1C 25% 24% 25% > % 

22% 15% AlCrdA s JO 1.114 312 16% 18 18%+ % 

37% 24%AJt*uis .«8 15 20 1700 32% 32 32%+ % 

24% 16% Alcaii 112 6 4 8 4364 17% 17% 17% - % 

37% 27% AJcoSW 58 27 D 292 33 32% 32% - *2 

34 16% Aie*Ato 1 45 IB 954 23 22% 22% - % 

98% fflVAIemr 23 34% 34% 24% - % 

97 74% Allege® 1.721 2.1 B 18 87% 80% 82 +1% 

34% 18% AlgLird * 88 46 8 SB 22% 22 =%+ % 

«% 34 AflflPw LM 85 10 300 37% 37 37 

20 9 ABenG 0 B8 12% 12% 12%+ % 

21% 11% Allan pi 1.75 KL 14 17% 17 17% + % 

19% 12% Alston 78 15 21 1064 14% 14% 14% + % 

17% 11% AlnCap 1.74* 12.13 200 14% 14% 14% - % 

17 8% ABtUE n 308 10% 10% 10% 

12% 7% ABNEu n 339 9 0 % 0 4- % 

15% B% AIFTdi n SOI 10% ‘ 9% 10% + % 

25% 15% Allan PCL97 14 2iS 21% 21% 21%+ % 

10% 3 AJWO 8 S 4% 4% 4%- % 


23% 21% AMP pC. Us 93 
10% 9 AlaP <fcd87 11 


28 13% AWAK 20 

79% 8 Attfiyte JS 

27% 19% Att«m «jo 


17 8% A0QJE n 208 10% 10% 10% 

12% 7% ABNEu n 339 9 B% 0 + % 

15% 0%AIITdin 501 10%' 9% 10%+ % 

25% 15% Aflat p6L97 14 215 21% 21% 21%+ % 

10% 3 AJWo 6 32 4% 4% 4% — % 

37% ?4% AktSqrrt LOO 68 B2S01 27% 27% 27% - % 

10% 9% AA1IT 78a 78 258 W 9% 10 

10% 8% AI4IT2 it 73a 76 282 9% 9% 8% + % 

5% 6% AM 1T3 n 64 7.4 82 8% B% 8% - % 

11% 9% AMO .84a 86 242 9% 9% 9*+% 


10 8% AMQ2 .72 

10% 7% AIM03 a£6 

9% 7% AMP1 a 69* 

40% 24% ALTEL 1.40 


SI 9% 9% 9%- % 

81 8% 8% 8% - % 

SOI 8% 8% 8% 


ao an b% o% . 

40% 24% ALTEL 1.40 45 131038 31% 30% 30% - % 

77% 49% Alcoa 150a 30 83891 53% S2% S3 - % 

20% 12% AmaxG 59 6 34 25 13 12% 12% - % 

29% 17% Amax 60 4 3 74899 18% 18% 18% - % 

45 34 Amax pi 3 85 1 36 38 * 

14 frl6AmSBi.nl 402 1 15-W IfrW- t-W 

12% 8% Amend .48 7.1 518 6% 8% 6% - % 

6% fr32vtAmdur 127 M2 1fr84 1584 

M 42% Aorta 60 12 12 643 49% 48% 49 + % 

10% 9% AmAdl nffi 61 39 10% « 10% 

io v «% mi m n as to i ora 

34% 15%A8vcfci10 5 431708 W% 18% W%- % 

38% 30% ABmd 3154 4.1 M 3920 37% 37% 37% + % 


14 frl6Am8Bi.ni 
12% 8% Ammo .49 

6% fr32vtAmdur 


30% 26% ABrd pC-73 


020 37% 37% 37%+ % 
84 30% 30% 30%+ % 


41% 25% ABUM 32 12 12 2 3% 26% 28% 

23% 18% ABtoP a 58 4.4 W 7 20 20 20 

20% 15% ACapfld 198C 11 88 16% 16% 16% 

22 15% ACapCt Z4*e lb 20 16% 16% W% 

8% 5% ACapm 68 18. 286 5% 3% 5% + % 

61% 42 ACyan 1J5 IB 51 2098 49% 47% 48% 

33% 2B AEJPm 240 85 10 3431 28% 29% 28% + % 

36% 17% AmExp 62 43 37 11550 21% 21% 21% 

19% 12% AFamty 58 23 111121 15% 15% 15%-% 


50% 23% AGnCp 320 11. 9M9B 29% 29% 29V 


8% 6% AmGvt B<a It. IS 7% 7% 7% + % 

10 0% AOP 1J08B IZ 188 9% 9 9 

10% 9% AGTT 66 95 S0 <0% 10% 10% ♦ % 

24% 19% ArttfV Z44 11 C 1GB 22 21% 21%+ % 

24% 19% AHeril >1 02 SI 7 I 20 20 20 + % 

55% 43 AHaaia «Z1S 43 U 3QI 60% 40% 40% - % 
88% 52% AliliKII 3.16 47 14 5220 88% 85% 66% +1% 

89% 67 AltBGr • .44 6 WJS1B 71 70% 71 + % 

10 B% AQIF 68a 11. 422 9% 9% 9% + % 

31% 1 0%A7Vsad 60 42 1362 K% 13% 14%+ % 

12% 8% AREs 2 23 5 195 8% 8% 8% 

7% 2% Amftny 58) 219 2% 2% 2%- % 

10% 1 AS8 20| 74 1% 1% 1% 

12% 1% ASB d 91) 22 3 2% 2% 

3% 1% ASNp 118 1% d 1% 1%- % 

71% 42% AmSttf 1 12 25 11 4697 45% 44% 44% - % 

<7 29%AT*T 162 41 13 3712132% 31% 82 -1% 


8% 6% Amflvt Ma 11. 1 39 7% /% 7%+ % 

10 8% AOP lJOSa 1Z 188 9% 9 9 

10% 9% AGTT 66 95 S0 <0% 10% 10% ♦ % 

24% l9%AWrZ44 11. C 1GB 22 21% 21%+ % 

24% 19%AHan)a1ce SI 7 I 20 20 20 + % 

55% 43 AHaaia xZlS 43 U 3451 60% 49% 40% - % 
88% 52% AflliKII 3.16 47 14 5220 88% 95% 06% +1% 

89% 67 AhdGr ■ .44 6 19 3518 71 70% 71 + % 

10 8% AQtF 68a 11. 422 9% 9% 9% + % 

31% IO%AftBad 60 4J 1362 14% 13% 14%+ % 

12% 8% AREsl 2 23 S 195 8% 8% 8% 

7% 2% Amftny 58) 219 2% 2% 2%- % 

10% 1 ASB 20| 74 1% 1% 1% 

12% 1% ASB Id B1) 22 3 2% 2% 

3% 1% ASNp 118 1% d 1% 1%- % 

71% 42% Amsnr 1 IS 26 11 4687 45% 44% 44% - % 

47 29%AT*T 162 41 13 3712132% 31% 82 -1% 

10% 9% Alton n 137 H% M » 

tt% 13% Amttt 60 S3 10 79 »5% 15 16 - % 

10 4% AfliracO 40 5 5% 5% 5%+ % 

52% JS Amaran UB 37 10 47 35%<04% 35 - % 
15% 1SJ2 ufAmaaD JBj 864 % 1+16 % 

14% 8% Amok* .64 7.1 It 400 8 8% 9 


15^ 1M2 «1Ama»D 35, 664 

14% 6% Ante** 64 7.1 11 400 

11 0% AmovSc 145 11. 38 9 % 9% •%- % 

80% 47% Amoco ZM 4018 11190 81% 50% 61%+ % 

55% 37% AMP 1J6 32 16 1270 42% 41% «%+ % 

13% 4% Ampeo JO 52 T 67 8% 6S 5% + % 

8% 3% Aim .12 £4 9 49 9 4% 5 ♦ % 

8% 3% Aimp 3 4% 4% 4% + % 

28% 17%AmS0i 140 b7 8 2S9 21% 20% »%+ % 

4% 1% Anocmp 8 880 2% 1% 2 - % 

J9% 30% Anodrii JO 6 423334 33% 33 33% - % 

»% 3% Analog 64 545 8% 8% 5% 

33% 2T%Ai>fl08c 68 3.1 12 47 28% 28% 26%- % 

45% 34 Amnua 1 ZB 13 3207 39% 38% 38 - % 

38% 13% Andnm 9 978 17% 18% 16% + % 

17% 6% Amftny &.44D U 7 951 7% 7 7 - % 

43% 26V Aon q> 1JB 47 9 509 37% 31% 32%+ % 

20% 13% Apache 3 1J 20 495 W% 18% »%- % 

11% 10% Am 66 66 3 252 11% 11 11% 

83% 76% AflPw (K7.40 &l 27010 62% 81 61 - % 

15 6% AppMft 332 8 7% 7% 

25% 17% AldlD • 10 6 153806 2J% 23% 23%+ % 

44% 3% AronCft 260 7611 176 35% 34% 3S%+ % 

U% 5% AicAttk 8 341 5% 5% 5% + % 

21% 18 AifeEniLlSa JM8 <394 17% 16% «%-1 

27% 18% Aim 108 SI 18 2230 21% 21% 21% 


61 J9% AHda pi 3 


30 21% 21% 21% 

IS 41% 41% 41% — % 
98 4% 4% 4%+ % 


11% 4 Aram .40 64 1090 4% 4% 4%+ % 

45% 30 ArmepM50 IS 15 30% 30% 30% 
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9% 8% Snydar B.TO £4 SO 8% B% «%- % 

24 G-nSoUnm 13 % 11-18 IMS 

85% 42 Sont 2 US 482 91 ea% 61 - % 

61% 4D4A««Qp54a 3M « «% *54 *% . 

32% SH SoMmi 90* U17W 10% «4 10%+ % 
43% ffiHflmeS 390 GO 11 28% 364 354+1% 

25% MHSccCppejO GS *26 25 24% 25 +4 

21 l«%8BJ«BllJ4 7912 221 tt% «% W%-4 

31%. 114 Sawn JB 4.1 5 W7 13 124 124- %; 

a. 34 Bcmk9q bbi 4% 4% A 

28% a SmiGCo £14 aj-tsioos 25% 25 28% + 4 

31% 27% SabO* 190 UHlM 30% 304 30%+ %r 

... — u M 883 32% 31% M%- % 

85 3 10% 30% 30% — 4 

9 12 480 W% «% «% 

XL 9 212 13% W . 

32142881 S3 ST 
13 n MB 32% 311 

77 W 880 a — ■ 

79 SO 12% 

IDS 2% 


18% 11% JMQta* uo 
84% 474UWMI £78 
30% Z74S«&x JSC 
31% 25%»MPB £20 
31% H%SpnA 9M 
6 % 2% Spartan .131 


7% 3 Epragn* 95# 14 B 282 3% 

38% «%SpriB0*lJ0 £4188 » W% 
604 33% SomrO 2L20 49 11 WK 48% 

15 4% SfflPnt 34 G 

i4 a% snem 52 uinr 2 e% 

11 5% saw 40 11* S 18 

18% 5% 99JW 32 

IE 4% 


28% 13 BWPftf 92 
27% 20% Stands* 32 
34% 24% Startm 90 
40 28% Stamm* 120 

25% 18% Banal 93 
11% 8% StalOS* 194 

u 8 SBtacp 90 

8% 5% S*lCti 1 

11% 4% fiWOp 


4911 137- 8% 

3£ 2 2*4 5% 

(US TO 277 M 
£3X1 2 22 . 22 

£T12 322 28% 28 
42 Tl TW7 M% 26 
84 7 3 20% 204 

Tl. 213 8% 0 . . _ 

33 W 18 6% 6% 6% — % 

17. 6 TOO 0 5% 6 + % 

28 4% 4% 4%+ % 





40% 11% Umar 190 
W- 8 ' Tt*d0r «9» 
t% i Ti Mi x a n 
25% »%THCai£3ta 
28% 37% TdCa pdSO 
48% 31% Tribtno 98 
W% wHTrtrxy 90 
2n« 14%Trfcxna 98 
W% 44Tr*Ena 98) 
24 0 TrtCjl 2 

21% BHtrxaW 
U% B% TUtaz 38 
.14%. 7% Tnrtrn 93* 
85% ■ 37%iyooU> 38 
4 2% Tytar 


_ , 48%+ % 

337 2% 9 2% 2% 

313 % TW2 %+307 

99 1 3% 3% 3%+ % 

44 Vk 5% S%- % 

TL 30 13% 13% 0%+ % 

27 W 9% 8% 3% 

wn i% 1% 1%- % 

«. 237 22% 22% 22%+ % 

£5 4 284 304 284 

2914 74] 37% 38% 36% -1% 


lS* % 


i* 4 


m% 6*4 UAL Cp 
2*4 11%UDC pi 3J5 
774 5% UDC 2 
M 7 nHUOGpTUB 
«% 14% UQI* l.t* 

*1. 3 **• 

S S3!? ' 

30% N%wre 1 
44 274 U>ra pH.W 

«» 1 UBS 
M% » UBOOO 1 
34 M% UST tw 
.38. 28% USX uo 
48% 44%UBXpM9M 
TO . 1% Ofcm* 

25* 90 


49 Q 880 17 
«J 8 321 164 ISi 
4 2B2 8% 5* 

«- 88 13% TO 

*2 Bh 84 

UB 58 6% 0% 6% + % 

a m 7% 7% 7% 

J 131143 M% 38 38% 

279 3% 3% 3%+ % 

- U-ff-U - 

102087 101% 97% 90% -14 
2G 37 14 13% 13%- % 

aa 3 01 8% 8% e% 

27. n 13% 134 »%- % 

£718 82 17% 17% 77%+ % 

1£ 1220*1 0% 3% B%- 4 

a. B & 27% 27% - % 

087 3 2% 3 + % 

19 8 385 424 41% 41 %- % 
3 


31% 16% Wales a JO 
8% 2% WmCJX 

70% 40% WamL *1 J2 
32% 28%mtaMta294 
20% 11% WMiNtt 198 
296% 187 Wtfftt 4 
31% 28% HhMM 248 
45% 28% Wwto a JB 
22% 10% WMUn .« 
9% 3 Wxxmn .12 

6. 1% IMmAI 

»% 0% Weanpl 

11% 4% WMTOO .15* 

2% 4 WMJg&i 

32% 22%WMnn 198 
>2% 6% W*0l 94 

34% 2*4 WotsUk 90 
374 124 WflMntl .12 
414 W*i*F 4 
864 28 .WMFpCLU* 
374 30 IMF p<337* 
7% 3% Wandys 2* 
30 11 IMM JO 

614 W4WIPF* 

«% 15% WncC 099 
21% 7% HOW 
»% 11 WKkpnjo 
M% 8% WMGR n 
21% 12%WUUnn92a 
1% 4 Wlnhn 

04 5% wito pJA 

124 1% WUI pB 

38% 2*4 w»tgE *1 JO 
Z34 144 Max: 2034 
28% 17 Vltatac pease 
31% 22 wmeoi.05 
28% 17% Wmm IJO 
38 30% warren 

14 2% vfMIFn 

33 18 «|wntpe 

S 17%Whrtal i.w 
8% WNtaN 

304 17 WilkM 198 
11% 7% WhMc n 

«% 3% WBciG .10 

40% a% tnuam i.40 

554 424WWmp097 
25 17% waCor n 

T 4% WWaO -It 
14% 3 Windax 

27% Trad* *198 
2% WtartB.ni 
32% 28% WtacEn UB 
M% 10% W*rt*G 195 
41% 21% Wnco 122 
12% 8% WdMW -TO 

35% 22% WoMl *UM 

15% 3 WrtaCp 

S 12 Wrwin UM* 
JBVWrtfltoy 1* 
15% 8% WytaLb J8 

3*4 t3% Wynnx 60 


12 1415 0% ■% 0 

29 TO 1 21% £1% 21% - % 
14 24 B% 8% 84- 4 

88 8% 84 84'4 

9 2015510 29% 28% 2B4+ % 
1917 433 40% 414 40%- % 
25 11 412 »% 18% U% + 1% 
14 55 3% 2% 3% 

23 TO 2842 68% 85% 05% + 4 
7J11 348 27% 27% 27%- % 
89 SO 63 12% 11% 12 

UO 80 170% 172% 178 -2% 
£1 If 1268 30% 304 30%+ 4 

I. 125 8981 33% 32% 33%- 4 

43 9 353 114 10% 114- % 
29 7 70 4% 4% 44 *■ % 

2 30 2% 2 2 

2 7 8% 7 - % 

-snir 

79 30 164 24% 2*4 24%+ % 
£1 7 18 T 8% 7 + % 
29 16 a 28% 28% 28% 

8 11241 14% 13% 14%+ % 

72 46783 88% 56% 55% + % 
XL 57 29% 28% 29% +1% 

II. 108 30% d29% 304- % 
39 17 3175 8% 84 6% 

39 12 870 11% II 11% 

9 3 a 21% 21% - % 

18 18 10 18% 18% - % 

480 M% 14 14 - % 

13 27 14% 14% 14% - % 

TO 51 12% 11% 11% - % 

7.0 « 13% 13% 13%- 4 

887 11-32 8-32 032-1-32 

36 10% TO TO - % 

17 2% 2% 2% - 4 

32 8 5975 27% 26% 26% - 4 
TO « 15% 14% 154+ % 
14. 146 22% 21% 21%+ % 


40 0 

083 

26% 

28% 

6.1 9*175 

19% 

ffl% 

31 

405 

304 

35% 


132 

54 

4% 

ifOO 

73 

X 

4J 9 1270 

22% 

21% 

33 

12 

104 

104 

56 07 1975 

W4 

18 4 

6 

IS 

a% 

0% 

TJ 7 

31 

6% 

6% 

50X2749 

28% 

27% 

U 

12 

44 

44 


907 

X 

»% 

£i re 

ST 

4% 

*% 


226 

34 

3% 

13 17 

224 


32% 


209 

2% 

2% 

17 11 

av 

30% 

30% 

6J 12 1305 

2*4 

x% 

6J 20 

48 

274 

X% 

£3 

83 

. 7I * 

74 


»% H% + 4 

5% 35% 

4% 4% - % 


:;S 




. 

4%- 4 
TO 29 12% OH 12% - % 
19 TO ISO 53% 53% 83% + % 
27 0 205 10% 10*3 »%+ % 

41 I 2 14% 14% M% 



30% - 

254 14%UC*rt> 

26% tSVlManC 

S M%UpSk£ 16 
404UnapH5B 
86%WBpaJ0 
■7 704 Ufi pffJ* 

82 88. UB ph 8 

10% eiVUWtar £32 
8% UPMr .48 
254 13% (kl«x JO 
TO% 1% IMacF J3| 
17% 1% (May* jq 

3rt 0 Unhy pOTa 
5% 3% Unt , 
a T2%UMI .48 
30% 7 UDotaxJO 
18%. UtaUDoo* IW 
M% 2»198m £32 
23% 21% (Mu pr£20 


7 3% 3 

89 74107 70% 0H>% 10% - % 
TO V0 37% 324 32%- % 

1111M 1% 1 1 - % 

G7 8 70 15 *114% 15 

33181822 33% 33% 33% 

43 11 5587 32% 32 32% + % 

£7 2 47% 47% *7% 

434 1% d 1% 1%- % 

£5112842 16% W% TO% — % 

911 21 15% 15% 15% + % 

U TO 373 51% 50% 90% - 4 
3914 8008 87% 88% 87%+ % 

49101388 34% 3* 34%+ % 

33 715*4 18% 15% 16%- % 

T9 560 20% 20 sa%+ % 

7 J TO 801 2*% ZB% »%+ % 

GO 41200 ffl% 50% SD% + % 

GS moo 72 72 72 - % 

89 42300 83% 83 83%+ % 

£1 4580 a 67 88 

£5112288 80% 66% 87 -1% 

7.1 5 TO 5% 8% ■%+ % 

11 SB 465 17% 17% 17% 

214 3% 3 3 - % 

7MB 3 2% 2% - % 

4£ TO» 8 7% 7% 

54 J% *4 3%+ % 

39 TO MB 14% 14 14% - 4 

£8 4 4 7% 7 7% 

GS 30 45 M. 13% 13% 

77 0 234 30% 30 30 + % 

07 430 22% 33li 22%+ % 


60% 29 Xerox 3 
49 43% Xerox pH. 13 

32% 134XTRA 32 
25 12% XTRA pTUM 

%2»t «• 

13% 4 ZlnUbE 
19% 9% ZanMI 98 

4% Zaobc 33 
17% 9% Zero .40 
61% 29% Zombi 98 
12% U%2wta0 1.16* 
10 7% ZwoTOTl 9* 


- X-Y-2 - 


89 54107 34% 33% 3* 

99 SO 48 46 48 +1% 

U 16 13% «% «%+ % 

TO 383 12% 12% 12% - % 
514 1V16 % H-1-16 

1928 6% 84 8% 

34 7 553 11% 10% 10% — % 
20. KM 4% 4% 4% + % 

ISO TB 11% II 11% + % 

2915 115 33% 334 33% + % 

11. 337 10% 10% W%+ % 

98 1762 8% 8% 8% 


SbIm Igm am unaOdm.YNrty hW« *nd Iowa reftac! the 
prndoua 52 w aato plus fro currant week, but not fra lateet 
badinc day. Mart a apHt or nock dMdend Bmawdog to 3 
pwcani or mar* has boon paid, ttw year's niflivonly ranga and 
dMdend are Xaui for ho new Mack only. Untaaa odMnrtas 
noted, rates M diridend are annual dtabureamente b a *ad on Bm 
I ft i nt dedarafon. 

wdvidand also xtafel- b annuel rate el dMoend plus Mock 
dMdend. c-liquidatlng dMdend. cbKaJlad. d-new yamty low. 
WdMdand declared or paid In preced in g 12 montft*04ilvld*nd 
In Cartedtai hmda. subject to 15% nan+esldence tax. Mfvldand 
declared aHer epBVup or Mock cfiuidend. 1-dMdend paid Ode 
year. omMed. deterred, or no action taken at wmm dMdend 
mete ta G. b-dMdond dodared or paid file year, an aocumutaUve 
lesua vrtth dMctonde hi tare ar e. rvrwi issue In the past 52 
week * The Moh4ow range begins wBh fie Mart of badng. 
rxHwxt day delivery. PTE pri ce ea rn ing* ratio. r-dlvWend 
dec lar ed or paid In preceding 12 monttxkpluB stock dMdend 
9-Mock epfiL Dividends begin wMi den of opro eWaelee. 
bdMdend paid In stock in preeadlno ttanentha. esHmeted cash 
value on ex-dMdend or ehrSatrtbuwxi due- u-new yearly high, 
v-tradlng halted. vHn bankruptcy or recelverMilp or being 
raorgenlead under the Sankniplcy Act. or eec urWee eeeumed 
by such companies, wd-dtatributad. ur+wfwn leauerL ww with 
warrania. i+ex<flvkJeiMl or ex+lghta. « x»e ax dtetrtbmlon. 1+ 
wWiout warrants, y^+dhrldend and naive Mull, y Id-yield. 

1 In Ml. 


AMEX COMPOSITE PRICES 


4pm pricos 
November 15 



Mpnam 

Alta 

AmH TO 
AitaoA 91 
APetf 320 
APrtc* .TO 

A50E 

AnSMI 98 

teapai 

Annxc 

Atari 

A8*CM 

Audvni 

B HOUOa 
BATta TB 
BSN 

Baratr g 



BaryDO 
Baruch 
BoyMee 70* 
fiawd 

BergSr AO 
BUM IJO 
BM A 
BfOUOtA 46 
flobPh 04 
BowVel 
Bowto 
Bowse Z 
Bncng 10* 

CM Cp 
CeCX0 JCt 
Caiprap 
CarnCr 46 


CrCdagOl* 

CteMI* 

QtDuA ftDTe 

ChpEn 

ChFwr .11 

CMes *• 

Canine is* 

Cnwrc 

Cobcof 

C<l«|« 

CoetA* 

Conua 


ig 2% 2% 

82 362 41% 40 % 
92376 13% 04 

a a* 174 

TO 1 7D% 7B% 
34 20 15% 15% 
15 S% 5% 
7 258 5 4% 

31 47 1% 1% 

S ljt 1% 
25 31« 24 2% 

. « % % 
37 1% 1% 

- B-B - 

4 TOO 0% 0% 

'ft \ 
■S 1 % 

2 3% 3% 
* 3% 3% 

* O0 14% 13% 

S 4% 4% 

. IS 301 2B% 25% 
0 3? 25% 29% 
M 28 TO, 15% 
T 56 7% 7% 

766 3% 3 

1 12% 18% 

HO % % 

TO 36 8% B% 

322 12% 12% 

- C-C - 

285 1 % 

12 312 74 74 

10 g 4 4 

0 520 M% 14% 

O TO 10% TO 
ISO 4 7-15 45-15 

a 58 174 *% 

28 19 16% 16% 

- 21 2% 2Sp 

6 TO 54 

104 TO » 

TO 1 174 17% 

* 00 !% 1% 

3 17 3% 34 

260 1% >4 

ran 3% a% 

8 7% 7% 


w ate 

Stack Ota-e 100a 
Cerceo -TOe «z 
Cross 19 OH 
OmCP 90s TO TO 
CrCPB JOB 0 23 
CMfe 40 5 25 

Coetand 6 80 

Cyprfd J6e 26 

■* D-D 
a Inf 14 

DWG 328 

□earned 36 

Daooni 30 


% 4% 




Dccom W 37 

Duplex .76 7_« 

EAC 5 

EatarCD 98 12 40 

Embp £30e 35 5 

EchoBy .67 <737 

EooEn .18 13. 44 

EdiMOD =82 

BUNT » 132 

SISCO 122129 

- r-F 8 - 

r/aoPriJM 

VK+VK 
RschP 951 


»% 

. W W%+ % 
S-W 4 5-18 
5% 5% 5%+H 

’ 1 % 1 % 1 % , 

3? d 3? 34- % 

2% Z% 3%+% 
1% 1% 1% , 

4 3% 4 - 4 

104 H% 10% 

S 1% i% 1%+ if 

15% 15% ift+ % 
104 to% 

104 »%- 4 
14% 14% . 
dll% 124- % 
VIS % 4 -MB 

24 , 

1%- % 


24 2% 

1 % 1 % 


run 92 

Ford. 

MHagy S3 

Fni8L 

cn 

Gtanft 40 
OrfTT 0, 
Gtafttr 120 

Ohm 120 
OcCNfl 
OflFW 
Qranm 
Qrelnar 3D 
GCdag 40 

Hum 30 

men 

HRvM 

fWco -V 

HartEn 


US& 

nniw 

■ ■ - - — r — 
lajvnra 


11339 1-16*15-16 0 

7% 6% 7%+ % 

16-18 16-W 15-16 _ 

12 n% 11%+ % 

43% 42% 48 - % 
10% TO" «%+ % 

4 4 4 

7% d 6% «%+ % 

3% 3% 3% 

25% d 25% + % 

4% 4% 4% 

35% 35% 35% - % 
18 TO 10 + % 
6 % 0 % 8 % 

VW 5-W 5-16 

3% a% a%+ % 

B% 11% 12%.+ % 

TO%dM4 W4- 4 

■ U 14% M% 

MG M6 VTO-l-K 
2% 2% 2% . 
8% 5% 5%+ % 

1% 1 1*8+ *• 

1% 1% »% 

21% 21 21 , 

3% a 34+ % 

3 2% 6 



OEA* 33 
OUT 96* 
OMM 34 
OOkMpUM 
FBIIGP 96 
PagGM TO* 
PertntC 90 
Ptttaft 1-70 

Fh£0 -Me 
Flamy « 96 
PttwAt-10 
PtaGftn .12 
Prsed 8 
Pieed * « 


TO 

27 324 TO4 UV 
8 221 7% 7, 

W* IT d 8% 

199 I 8% 

18 3 28 

B 55 104 W% 
11 173 6% 5% 

180 400 0% 8% 

30 8 0 


IhcDem 

ProMed 

Prefer* 

ROW 

Recap 


.12 

Rudkfc JOa 


4 

44 

5% 

4% 

12 

7% 

18 


SaUCoi 

Spetng 


JM) 


Sum 
Syitday M 

IE 

TU 

TebPrd 40 
TaKXa JB 
Tetaapn 
Tharrtvl 
ThrlnB 
TOOPM 90 
TwCty 
TuBMai 

Unlnap 


UFoodA JZ3a 
URHdB 309 
US CHI 
UnvPxt 

VtftUl 

WangB 

HtangC 


Wefleo JS 
WaUm 
WeOd 
WAmBc 94 
mxeei 
WflET 146 


XySOn 


112 4 

0 8 4% 

70 84 

- n-R - 

15 4% 

e a 12 
235 6 

SO 16 
9 45 214 20% 

- 8-0 - 

M W 13 13 

188 13% 13 
25 15 3% 3% 

TO 1 1% 

13 &-U 
437 2% 

S 34 5% 

- T-T - 

U2S % 

2 1% 

18 S03 TO 
38 330 27% 27 
10 288 2% 2% 
47 1E8 8% 8% 

W 35 13% MS 
14 302 20% 20% 

4 407 2% 2% 

858 8% 8 

- U-U - 

*e via vie 

5 7-16 7-M 

5 20 1% 

6 38 1% 

50 18 

7 6 

- V-W - 

TO 1 

BOB 3 

10 54 d *% 

391 6 5% 

0 40 11% 11% 
9 VH % 
12 10 2 % 2 % 
9 08 10% 10% 
5 083 3% 0 

11 1406 13% 134 
T 4 12 TO 
-X-Y-Z- 

87 14% 13% 


1% 

4 

2 

6% 

3-K 

1% 

12% 


1% 

1% 

174 

5% 


2% 


%- 4 
4%+ 4 
S%- 4 

4% 

12 + % 
8 + % 
ia+4 
21 

13 - % 
T3%+ % 

3%- 4 
1% 

MB 

24+ % 
8% - 4 

4 

1%+ 4 
B + % 
274" % 
2%— % 
8H+ % 
13% 

204 
24+ % 
8%+ % 

MB 

7-18 
1%- % 
1%“ % 
TO + % 
8 

I - % 
3 

*%- 4 
»%- % 
11% + % 
V1B+V1 
2%+ % 
10% + 4 
84 
18% 

12 
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NASDAQ NATIONAL MARKET 


4pm prices November Tfi 


8 um My. 

AAWBd 
ACC Cp .16 
ADC 

ADI I 

AST 

AStaan 

AentaSt 

Acakm 

Adapt 

Afflngt a 


AtfvQr ■ 

AcvLcg 

AdvPoty 

AdvTei 
Advsda 12 


Mi Htah Low LaHOhno 
21 493 29% 27% W 

13 6 G4 5% 64 

12 n alt Sl| 19% - % 

7 I860 224 21% 21% - % 

8 1782 254 24% 234+ % 

61*80 4% 44 44- % 

IS 1 14% 14% 14%+ % 

M 2 15 15 15 + % 


Aegon Z7ie 

Aaron 

AflBUi 

AyacyR.in 

Agnlco g JO 

AlCOrp 

Akita 

AkWbc 

Akzo 193 b 
A ldus 

Alexflr JB 
AWfflid 98 
AilasR 
AlegW 
AbOrg 40l 
AkanPn 
AHam 
ADfCap 4*r 
AldCall .08# 
AIMC1 
Alhotg 
Aloette 92 
AWGU 9Be 
Attsra 

AfFF 190 
AfTxE 1 
AWAkl 
ABnkr 90 
AmCaR 
AmCHy 
Attm S 
ASreet .70 

JS" 8 

AMatC 
ANflna 1.72 
AmPac 
APwCvs 
ASofIS J4 
ATvCm 
ATrav ■ 
Amantr 198 
Amgen s 

AimcCp 
Aoncat JS 
Arfogle 
Anely 98 
Anangel US# 


a lose 

10% 

104 

10%+ 4 

1 Dnuptin 1.48 

u in 

IS 

15% 

iS+% 

DabShp 

JO 

IS 20035 29% 

25% 

X -3% 

DeUC 

32 

3 310 

5 

<% 

4% — 4 

Dfeban 

JO 

IB 

a 

7% 

0 + % 

Daichm 

M 

173 

2% 

2% 

2% - 4 

OofCpt 


12 2515 

17% 

15% 

16% - 1 

DepGiylJG 

7 X 

84 

94 

94 

Davcon 

20 

12 1857 

12 

10% 

u%+ % 

DUxaH 

JO 

8 IX 

84% 

03% 

03% - % 

Dtgi a* 


fl* 

2% 

2% 

2%- 4 

DtglQc 


11 IX 

0»2 

94 

94 

□VSd 


10 <47 

7% 

74 

74- % 

OWSr 


aa 

B 

5% 

6 

Dtanar 


» 

ID 

TO 

io. - % 

DcdBYr 

60 


19 » 5 13-TO 5% 
155 87 7% 7% 


S%* % 
74+4 


4 2458 20% 20% 20% 

16 3116 274 25% 27 - 4 
TO 665 04 9 >4 

9 738 21 B4 £>%+ 4 

292 15 14% IS 

7 SG 64 6% 64+ % 

9 «2 27% Z7% Z7% 

123 84 7% 7% - 4 

US* 14 1 1% 

TO 70 104 15% »4+ 4 

188 164 16 154 

w 104 <o4 M4- 4 

12 WOO 54 E 5-4 

8 50) 7% 7 7%+ % 

10 70S 24 2 2%- 1-10 

15 467 8% 04 04-4 

4* 18% 16 164-4 

70 6% d 6 54- % 

303 6% 6% 8%- % 

5 388 8% 8% B%+ % 

18 35* TO4 10 104 

H 33 H% 104 104- % 

12 850 34 3% 3%— % 

14 687 324 31% 314- % 

2 1603 2% d 1% 1 15-18- 5-W 

W 2 15 15 13 + % 

38 95 0% 8 8% 

0 10 25% 284 28% - 4 
8 37 0% 8% B%- % 

22 2627 17% 18% 17%+ 4 

13 218 1»4 H% 10% - % 

>1 XI 324 31% 314-1 

8 2275 11% 104 10%- % 

64 18231 8' 

622*80 X 
183 

VIS 


0% d 84 8 -24 

524 51% 524+ % 
10 % 10 % 10 % - % 
m 1% 1%111-u+vn 

10 73 a% 8% 8%-% 

11 43* 134 13 134+ % 


Andres 
ApopEn J4 
ApptaC .*8 


17** Tr 17H- J. 

6 5% 5%— % 

174 164 174+4 
7% 6% 7%+ 4 


* 343 84 0% 94 

11 IS 194 184 104- >4 
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FINANCIAL TIMES 


Monday November 19 1990 


Mon da y Interview 


Populist 
slayer 
of dreams 


Vaclav Klaus, Czechoslovakia’s 
finance minister, talks to 

John Lloyd 


N ine months into his 
tenure as Czechoslo* 
vakia's finance minis- 
ter, Mr Vaclav Klaus addressed 
with passion a meeting in 
Munich of the Mont Pelerin 
Society, an assembly of intel- 
lectuals dedicated to rolling 
back the influence of the state. 
He was among his peers both 
as a thinker (he is a formidably 
clever man) and as an anti- in- 
terventionist campaigner. 

In his speech, Mr Klaus 
poured scorn on the “illusions'* 
and "dre ams " of those still In 
power in his country who 
search for a benign state of 
being between the free market 
and the command economy. 

He said that a follower of 
this approach “considers (the 
market) to be an instrument of 
his control. He dreams about a 
third way. in which the market 
can sometimes be ‘used’, some- 
times ‘not used'. He considers 
the market to be an obsolete 
and inefficient economic co-or- 
dination mechanism.*' 

The man himself is one of 
the most extraordinary figures 
to emerge from the collapse of 
the old regimes in central 
Europe. Now 49, slim, hand- 
some and greying, he embodies 
great contradictions. An intel- 
lectual accustomed to back- 
room research, he turned him- 
self into a popnJist 
barnstormer to win the highest 
vote of any Civic Forum candi- 
date in the June elections, 
touring his North Bohemia 
constituency in a ministerial 
Tatra car painted pink. 

A neo-liberal who proposes 
the most rapid possible recon- 
struction of a sclerotic econ- 
omy which has nevertheless 
guaranteed security and a rela- 
tively high living standard, he 
garners increasing support 
from the very people who fear 
the future which he wishes to 
see. A beneficiary of tbe Civic 
Forum movement’s stunning 
success, he now more and 
more challenges its figurehead. 
President Vadav HaveL 
In October, in polls to choose 
the Civic Forum chairman, he 
beat by 115 votes to 52 the phi- 
losopher Mr Martin Palous - 
who was Mr Havel’s choice. As 
Prague is swept by rumour 
that Mr Havel will reconstruct 
his cabinet and dismiss Mr 
Marian Calf a, the prime minis- 
ter who had been a communist 
minister in the previous gov- 
ernment, many point to Mr 
Klaus as the next prime minis- 
ter-in spite of the president’s 
dislike of him. 

There was a time, soon after 
the June elections, when the 
tensions between Mr Klaus and 
"the castle", or presidency, 
were almost at breaking point. 
Mr Havel and his advisers had 
tried to push Mr Klaus to the 
sidelines with an offer of the 
post of central bank chairman. 
He beat tbem off by playing on 


his electoral vote, his popular- 
ity and his credit with the 
international financial commu- 
nity. He felt beleaguered, beset 
by enemies, especially presi- 
dential economic advisers such 
as Mr Richard Wagner and 
Professor Ota Sik, the latter a 
Dubcek aide who had provided 
the economic core to the 1968 
“socialism with a human face”, 
and who Is again in an advi- 
sory role. 

Now, in his office In the 
dingy, rundown financo minis- 
try, Mr Klaus is less tense, 
though still precise, watchful 
for wrong interpretations and 
dismissive of what he calls 
“the wrong questions”. A radi- 
cal economic reform has been 
approved. The arguments 
and personalities surrounding 
it, he now insists, are less 
important than the feet of its 
approval. 

Of the view held abroad that 
Czechoslovakia is proceeding 
much more slowly than Poland 
in economic reform, he is con- 
temptuous: "It is completely 
the wrong analysis. The Polish 
stabilisation measures (of Jan- 
uary 2990) were taken to coun- 
teract a situation of hyperinfla- 
tion. The Poles must be 
politically brave but economi- 
cally what they did was very 
simple. The situation here is 
not so dramatic, and thus 
our actions are not so dra- 
matic.” 

Nearly 500 joint ventures 
have been concluded between 
Czechoslovak and foreign com- 
panies, and serious enquiries 
are coming in at a rate of 20 a 
day. The first part of the priva- 
tisation legislation is now in 
force: shops and small busi- 
nesses can be bought and sold. 
The larger companies, which 
wholly dominate the economy, 
will be offered for sale some- 
time next year. 

“When Calfe and I went to 
sign the act, I thought to 
myself, my hand should be 
shaking. To do this, after 40 
years of state ownership, was 
truly something momentous! 
But you do so much that is 
momentous. One day you join 
the IMF, the next is something 
else unprecedented. Events 
lose their force.” 

Mr Klaus has said that “the 
early, rapid transformation of 
property rights Is absolutely 
crucial for the reform to suc- 
ceed". But in seeking to create 
private from state property, he 
steps into a maelstrom which 
is now being experienced, more 
or less, by all of the states in 
which communism has col- 
lapsed but where the market 
has not been established. This 
is a situation in which the 
scramble for new forms of 
power and wealth goes on 
unabated and ruthless. Many 
of the main players are ones 
who wielded political or eco- 
nomic power (usually both) 



‘One does so much that is momentous 9 
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under the old regime. “With 
the dis-assembly of central 
planning we are witnesses of a 
chaotic, extremely inefficient 
and extremely unjust privatisa- 
tion . . . there is no time to 
wait", says Mr Klaus. 

I received a vivid confirma- 
tion of his alarm in Prague's 
Ruzyne Airport, waiting for the 
plane out. A middle-aged 
Czech, charming and voluble 
and an emigre since 1969, told 
me that he had just bought an 
appartment house in central 
Prague with 10 flats in it for 
some 820,000. He had done so, 
he said, by means of bribing 
the local housing committee. 
He plans to wait a bit, then sell 
to a hotel chain. There were a 
number of elderly tenants, 
whom he hoped would move 


PERSONAL FILE 


1941 Born in Prague 

1963 Degree in international 
economic relations from 
Prague School of Eco- 
nomics 

1963-70 Researcher, Czecho- 
slovak Academy of Sci- 
ences. 

1971 Compelled by the 
regime to leave the 
Academy. 

1971-66 Worked at Czechoslo- 
vak State Bank. 

1986-89 Head of macroeco- 
nomic policy depart- 
ment, Institute of 
Forecasting. 

1989 A founder of Civic 
Forum. In December 
became finance minis- 
ter. 


or . . . (the "die” was unspo- 
ken). He would become rich. 

This kind of thing annoys 
Czechoslovaks, but Mr Klaus is 
not about to offer them much 
ease. To the frequent com- 
plaint that the old nomenkla- 
tura and' the old crooks are 
becoming the new entrepre- 
neurs, he says: “there is no 
known way to distinguish dirty 
money from dean. I cannot do 
it I have said tbat if people 
know of anyone who has dirty 
money it is their duty to 
inform the authorities. What I 
also say is that a senior civil 
servant, who for the past 20 
years has received a high sal- 
ary for coming in to the prime 
minis ter's office and drinking 


coffee and doing two hours 
work a day, has money no less 
dirty than someone who 
engaged in moonlighting. Peo- 
ple’s savings are secret They 
must stay that way.” 

He goes further, the aca- 
demic continuing where the 
professional politician would 
have made the point and 
stopped. In his researches dur- 
ing the long years out of power 
he analysed saving levels in 
different parts of the country. 
He found that they were high' 
est in the rural, lightly indus- 
trialised areas in southern 
Bohemia, and lowest in the 
industrial cities. Tet commu- 
nists were much more numer- 
ous in the latter area than the 
first. Communists, he con- 
cluded, were not necessarily 
richer than others. The real 
rich, even under communism, 
were the protected traders, 
bootleggers, black marketeers 
and currency changers. 

He has encountered resis- 
tance to the first of his privati- 
sation stages. The managers of 
the stores up for privatisation 
demanded first refusal of their 
enterprises, and staged strikes 
when he refused. He has stuck 
to his guns, offering a min or 
compromise (“a concession 1 
consider rational") in the form 
of an offer that they can buy 
for only 50 per cent cash down, 
tbe rest in instalments. “This 
is not resistance to privatisa- 
tion as such", he says. “Rather, 
it is residual of the old dreams 
(again) of the economy where 
those who work in the enter- 
prises are also the owners. It is 
something we do not accept 
We want to privatise without 
discrimination." 

It Is a commonplace now 
that the euphoria which 
attended Czechoslovakia’s 
benign and peaceful transition 
from communism to plurality 
has gone. It is rather a tense 
society, full of rumour and 
fear, where the most salient 
issues are still muted in the 
media which have transferred 
allegiance from tbe Communist 
party to the presidency with- 
out having developed an inde- 
pendent and critical pasture of 
their own. 

Mr KLaus can see ahead- He 
can see, in the next year, the 
more marked effects of 
restructuring in the heavy 
industrial areas: a rapidly fell- 


Testing the single currency 


THE prime minister’s espousal 
of the idea of putting the issue 
of a single European currency 
(the Ecu) to a referendum may 
sound odd coming from some- 
one so passionately devoted to 
the British system of parlia- 
mentary government which 
has generally eschewed a piece 
of constitutional machinery 
normally associated with for- 
eign systems of government. 
But, when confronted with a 
single issue of extraordinary 
constitutional importance, this 
country has in recent years 
resorted exceptionally to refer- 
enda. The bland assertion that 
we do not conduct our affairs 
in that way in this country no 
longer carries the conviction of 
yesteryear. 

The referendum is a well-re- 
cognised constitutional mecha- 
nism for obtaining from the 
electorate a view on a specific 
question. Although it had 
played no part In the British 
constitution until 1975, it has 
been used in some of the older 
members of the Common- 
wealth. Both Canada and New 
Zealand used the device in the 
inter-war years for deciding on 
the question of prohibition. 
Australia uses it regularly as a 
pre-requisite to amending Its 
written constitution. 

There is the ever-present 
temptation to over-state the 
virtues of the Westminster 
model of responsible and repre- 
sentative government But the 
more Britain moves into the 
European orbit of government, 
so the features of the continen- 
tal systems can safely be repii- 
coted. 

When, however, this country 
took the momentous step of 



JUST 


signing the Rome Treaty in 
1971 there seemed to be a genu- 
ine case tor submitting the 
question of entry into the EC 
to a referendum of the elector- 
ate. Referenda were held in the 
other three applicant states 
(Ireland, Denmark and Greece). 

In spite of the attempts of Mr 
Tony Benn, MP, to introduce a 
Referendum Bill, the European 
Communities Act 1972 was 
passed without specific 
endorsement from the elector- 
ate. 

When the Labour adminis- 
tration of 1974, with to wafer- 
thin majority in Parliament, 
was faced with a large section 
of its own party in opposition 
to British membership of the 
Common Market, a Referen- 
dum Act was passed and the 
electorate asked: “Do you 
think that the United Kingdom 
should stay in the European 
Community (Common Mar- 
ket)?" The electorate’s answer 
was a two-thirds majority in 
the affirmative. 

This unprecedented instru- 
ment of government provided 
the impetus for further use. 
After the passage of the Scot- 


land Act 1978, a referendum 
was held In March 1979, to 
ascertain the electorate’s views 
on the provisions for legisla- 
tive devolution contained in 
the Act 

In the referendum, there was 
a small majority supporting 
devolution. But the majority 
represented only 33 per cent of 
the registered electorate, 
thereby failing to overcome the 
40 per cent threshold. Follow- 
ing the general election of 1979. 
the Scotland Act was repealed. 
Welsh devolution was, at the 
same time, resoundingly turn- 
ed-down by the electorate. 

The traditional approach of 
the British system of govern- 
ment has been firmly against 
the concept of a referendum. It 
is not a system geared to 
obtaining a series of opinion 
polls or referenda in which the 
garbled voice of the populace Is 
equated with a divine voice. 

Among the factors which 
government and MPs have to 
take into account is the 
strength of public sentiment on 
a whole range of complex polit- 
ical issues. MPS are representa- 
tives. not delegates, of their 
constituents. Nor is the Cabi- 
net a committee of the House 
of Commons or of Parliament. 

Government and its parlia- 
mentary supporters are bound 
to act in a way they think best 
in the general interests of the 
country. It is always open to 
the electorate to criticise tbe 
acts of executive government 
and of the legislature, to exert 
pressure on their representa- 
tives by legitimate means, and 
to voice their ultimate displea- 
sure at the ballot box. But 
there is no constitutional con- 


vention that government must 
submit any issue to electoral 
approval Hence, any future 
use of the referendum will be 
sparing. 

The arguments for and 
against referenda focus on the 
capacity of the electorate to 
produce an authoritative 
response. Entry into, or with- 
drawal from, the European 
communities was susceptible 
to an instinctive reaction from 
the ordinary citizen to 
Britain's future place in a 
European political system. 
Likewise, the issue of Scottish 
and Welsh assemblies evoke an 
immediate nationalistic reply. 

Whether the question of 
EMU and a single currency for 
Europe falls in the same cate- 
gory is doubtful. Where the 
issue in question depends on 
complex factors and can be 
answered intelligently only on 
the basis of an informed opin- 
ion the instrument of referen- 
dum is inapt. 

The referendum is a viable 
instrument of government only 
if the issue touches on funda- 
mental questions. The test is 
whether if this country were to 
have a written constitution the 
issue in question would be an 


essential part of that constitu- 
which 


tion. In which case the citizen 
would be entitled to have a 
direct say. 

Just as the referendum on 
staying in the Common Market 
was both unexpected and 
unwelcome to the prime 
author of British referenda, so 
the nation's answer to the 
question of a single European 
currency may come as a pro- 
found shock to the prime min- 
ister. 


Lag output, rapidly rising 
unemployment. It wQl be hard 
in 1991. “Transformation has 
real costs. Most of the costs 
must be borne by us. We hope 
to get some standby funds for 
stabilisation. But most of the 
burden will fall cm our shoul- 
ders. 


“Part of the problem Is that 
we don’t yet have a standard 
political distribution between 
left and right it is muddled, 
confused. But I think that 
finally it will be sorted out on 
a left-right axis. On the left 
side, wifi be the thinking that 
you can achieve more by distri- 
bution by the state. On the 
other w01 be the view that the 
government is not omnipotent 
and makes more mistakes than 
the market This is the basic 
difference." 


A final shot at his enemies. 
“We say this: that a half 
reform is worse than no reform 
at alL We cannot again leave 
the economy in the hands of 
irresponsible intellectuals.” 
Who does he mean? He will no 
longer specify. Instead, cutting 
short the questions, he returns 
behind his desk, the responsi- 
ble intellectual, slayer of 
dreams. 


An anxious nation 

the couch 




he US has long been the 
world capital erf psycho- 
analysis: the number of 
anxious Americans lying on 
couches trying to make sense 
of their lives probably exceeds 
the population of many small 
countries. But recently the 
penchant for analysis has 
assumed a larger dimension. 
For the first time in its history, 
the US as a nation finds itself 
on tbe couch as and 

columnists obsessively analyse 
a battery of real and imagined 
problems. 

With signs of recession mul- 
tiplying and the president 
obliged to eat Thanksgiving- 
turkey in the Arabian desert, a 
degree of anxiety is to be 
expected. But to judge from 
opinion polls and newspaper 
articles, the pessimism runs 
deep. Four out of five 
Americans believe the country 
has “gone off on the wrong 
track". Cynicism about govern- 
ment has apparently reacted 
record levels: according to one 
recent poll, 77 per emit of the 
population believe that govern- 
ment is run by a “few big inter- 
ests looking oat for them- 
selves” - a higher proportion 
than at the time of either Viet- 
nam or Watergate. 

Can this angst, which seems 
so contrary to the traditional 
npbeat American character, 
really be justified? Or is the US 
indulging in a -fit of English 
introspection and self-depreca- 
tion? 

Obviously, things are not 
that bad. The US is in incompa- 
rably better shape than the 
Soviet Union or eastern Europe 
- or any part of the Third 
World. Its relative strength 
was recently underlined by Mr 
Michael Bo skin, the president's 
chief economic adviser. The 
“pundits of declinism", he 
argued, should note that frith 5 
per cent of the world’s popula- 
tion, the US produces 25 per 
cent of its output It enjoys the 
highest absolute level of pro- 
ductivity and the highest per 
capita living standards. 

He might have added that 
Mr Bush’s leadership In the 
Gulf crisis demonstrates that 
the US remains easily the most 
important military and diplo- 
matic power. 

And yet all Is not wefi. The 
US remains a great place for 
the individual to “make good" 





MICHAEL PROWSE 

on America 


but somehow the sum of these 
individual efforts is becoming 
more disappointing. Industri- 
ally, America is treading water 
while powers such as Japan 
and Germany swim strongly. 
The ultimate for this remain 
mysterious, but the newcomer 
cannot help but be struck by 
specific economic, political and 
social weaknesses. 

The most worrying economic 
problem is not the Imminent 
recession (which will pass) but 
the feet that productivity has 
grown terribly slowly for over 
IS years. This largely reflects 
the failure of American manu- 
facturing, winch is the sector 
where one would expect pro- 
ductivity gains to be concen- 
trated. The result has bees 
stagnation in average family 
incomes and an alarming 
decline in living standards for 
those at tbe bottom of the pile. 

Industrial inefficiency is 
aggr avat ed tor a political sys- 
tem that is showing wear 
tear. The problemis not just 
the semi-paralysis caused by 
the separation of powers but a 
lads of popular participation: a 
country in which only 36 pa 
cent of the electorate votes in 
national elections cannot be 
described as a thriving democ- 
racy. 

Moreover, the failure to 
reform campaign finances 
means that the ability of an- 
American to represent his fel- 
lows is heavily iwfi mmrpii by 
his ability to raise cash - and 
hence his willingness to bow to 
powerful interest groups. Occa- 
sionally a maverick such as Mr 
Paul Wefistone, the Left-wing 
professor who won a Senate 
race in Minnesota, can buck 
the system. But money usually 
talks. 

Member? of the House of 


Representatives entered the 
recent elections with a stagger- 
ing war chest of $177m; chal- 
lengers could raise only S15m 
and so mostly lost. But the 
price of victory is high: incum- 
bents are often so beholden to 
sectional interests that they 
are incapable of promoting 
broader national goals- Is it 
any surprise that Congress is 
so ineffectual? 

Social problems also leap out 
at the newcomer. AH developed 
countries have beggars, school 
drop outs and drug addicts. 
But why should America, the 
richest nation, have more t h a n 
its proportionate share? Why 
shnnid some 3lm Americans 
lack health insurance? Why 
shnnid up to 3m be homeless? 
Why are 20 per cent of the 
adult population functionally 
illiterate - unable to read a 
job application? 

The present angst, far from 
being irrational, is a reflection 
of very real problems. But it 
carries with It the seeds of 
hope. Just as an individual 
only reaches the psychoana- 
lyst’s couch once he has 
accepted that his life is flawed, 
so the US’s present introspec- 
tion constitutes the first step 
towards renewal: Americans at 
last seem willing to concede 
that they do not have afl the 
answers. They are perhaps 
beginning to accept that 
change is necessary if the US is 
to remain economically - and 
socially - competitive. 

So fer, the missing ingredi- 
ent has been leadership from 
the White House. Even Mr 
Bush's most fervent admirers 
cannot claim the president has 
been a startling domestic suc- 
cess. In the past two years, 
there has been no shortage of 
rhetoric - such as tbe thou- 
sand points of light campaign 
- bat all too little action. With 
the mid-term elections behind 
him. Mr Bush must begin to 
channel some of his energy 
Into domestic reform. 

Chi Friday, in a typically 
fizzy speech celebrating the 
recent Budget accord with 
Congress, Mr Richard Barman, 
the president’s Budget director, 
quitted Tom Paine: “We have it 
in out power to begin the 
world over again.” That, 
surely, ought to be the leitmo- 
tiv for the second half of 
Bush’s first term. 
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ACROSS 

l Italian can't manage to go 
round America (6) 

4 Produced by craftsman we 
hear' or servant girl (8) 

10 Complicated coQ has explan- 
atory notes CO 

11 Hard to get vegetables with- 
out European currency (7) 

12 Is It instrumental In getting 
the swag returned? (4) 

23 Remembers soldier by 
prayers <10) 

16 Ludicrous decline of big- 
headed musketeer (6) 

16 Government by incomplete 
military body (7) 

20 Tense though without a 
flaw (7) 

21 Landlord’s character (B) 

24 Saucy maid getting fair 
share of appreciative regard 
(10) 

26 Prophet apparently claiming 
to be of great stature (4) 

28 Dish or subdue tbe spirit of 
worthless person (3-4) 

29 Famous but incompetent (7) 

30 Tbe less attrac tiv e aspect of 
tbe moon perhaps (4,4) 

31 Be opposed toa thing (6) 


DOWN 

1 Try underground chemical 
container (4,4) 

2 Item of apparel more effec- 
tive when old? (6^) 

3 Island retreat for those with 
competence (4) 

6 Was pleased to have a very 
quiet Dover patrol (8) 

6 Renunciation of underworld 


7 Room of classic taste (5) 

8 Leave off good man after 
site’s collapse (6) 

9 He may be called mad but is 
right to declare (S) 

14 Keep those arriving without 
scarves (lb) 

1? Worthy Melba performance 
on unusual site (9) 

18 Made haste to get final load 

on coal container (8) 

29 Look around far chance of 
success (8) 

22 Managed to get detective’s 
rank (6) 

23 Money found on beat (5) 

26 One who cuts down on gar- 
den equipment (5) 

27 Go wben dubs turn up (4) 


The solution to last Saturday's prize puzzle will be published 
with names of winners on Saturday December l. 


G ARTMORE PANTHEON FUND 

Soriftdd TuMOtiwuiua > Capital Variable 
Regpteobd office: 39 ABfc Scheffer. L-2520 Luxembourg 
Grand Pndqr of Lux emb ou r g 
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Tbo Sbasdibldors of GARTMORE PANTHEON FUND (tbo Xampwu") are 
bub? «hwoo 4 to attend dm Amaral Gcwad Meeting of SbmhcUaa to bo Wd at 
tbo mpaierad office of tbaCtmpaqy on Monday KMi December 1990 ai 10.00 im. 
with tbe following Agoods: 


1. BqnirfflioBoarionXiccttn. 


Approval of the balance riwot and of tbe profit and 
leu accounts* acSlacInfr 1990. 


1 AtpnphSaafa 
A DkhwycfiteDwcaia. 


5. Section, tp- ri o ctfc w of Daaaoas. 


Docirinm on tbe abavaitems mprim no eporom and maybe passed by a simple 
I majority ot &g toCos pa as en t ariepmse&iDff. 


Tbe Mcctnig is oogveoodio bn hcMomha postponed dsm of 10th Docembct. instead 
I tbrnmaiaty ds>e<XFrid«y,30>h? hnwuAej 1990. to allow r harnhn l ri cra to wotesko on 
[ items of *n Exttsordinsiy Omni Meoting of Shareholder* convened hereafter. 

NOTICE rf an KxtrennBnarr Omeral Mr-ftw of 


The Sha io bo M ua of the Company are farther hereby convened to attend an 
1 KgtTWaiCna ryflenenlMmaing rf aetlw. fffjpr offer 

Company on Monday 10th Dumber 1990 ac 10L30 ajn. with the fallowing Apula: 


1. 


Report of iho Baud of Dorns on tbe { 

•Mi to HP International, a Laxembaerg FCP ffbads common do 
p l ac em en t *) to bo te w m id md axnganisod (die TbopoulO- 


2. Deetooa to liquidate (bo Company. 


3. Appo iam icmcf aBqnldatorm bnph-infn tthePtopowls. 

4. W a wd la im oBa. 

Erioos on tbe ab 



of one half of the shares issued and 


aid may be posed bya majority (ritbice quartos of the aharcs present and 
and voting at tfaanMEfaig. • 


shares should deposit ibo 
S«rc*.coapans attached, at 


a*****?? or Sample fndosoez 

Scheffer. L-2520 Luxembourg, fire dear 
the A iinthta n i wi Am ortho Bank to 


i Bank to 
l to tbe Proposals riwold 
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Notice of Early Redemption 


CBS Inc. 

US$ lOO’OOO'OOO 

11 3/8 % Notes due 1992 (EC No 11202) 


Notice is hereby given, in accordance with Condition 5(b) ot tbe 
above Notes that CBS Inc. has elected to redeem all the 
outetamfng Notes on December 20. T990(fha Redemption Date) 
ataprip^of lOOfe % erf tha principal amount, plus interest due, d 
more My provided In the Tenns and CondhSons appifeaUe to the 
Notes and tte related Fiscal Agency Agreement 


Payment of the Redemption Amount, together whh the interest 
due, wifl be made on or after the. Redemption Data 
presentation and surrenderor the Notes at Hie office of the Ffe^ 

and Paying Agent or of any «Mhe Payinff Agents Bated below 
Nbtas must be presented for payment -together with all tinmaturatf 

Coupons. 


Fiscal and Paving Agent: S wiss Bank Corporation, Basel 


Paving Agents; Swiss Bank Corporation, 

.KrecSetbank S A Uotembouigeotee. Luxembourg 


By: Swiss Bank Corporation, Basel 
For and on behalf of CBSInc. . 


November 19, iggg 
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FINANCIAL TIME? MONDAY. NOVEMBER 19: 1990 


A FINANCIAL TIMES SF.RTF.S; Part 9 


EUROPEAN FINANCE 
AND INVESTMENT 



ALY 


SECTION in 


The dam on big bank mergers has finally burst. Not all of the 
intended deals will take place, but Italian bankers will still 
have to hurry to put their houses in order before outsiders 
come and do the job for them, reports Haig Simonian. 


in the 


T.ncK THE draw for this year’s 
soccer World Cup, naw^ of. 
Italian banks have been pulled 
out nf the hat- seemingly at 
random in recent weeks as 
merger-rnania has gripped the 

After years of stagnation and 
protected markets, the concept 
of banks joining forces to cre- 
ate Hager units better able to 
meet the challenges of competi- 
tion abroad and liberalisation ' 
at home has suddenly become 
a reality. 

No one doubts the need for 
bigger and more efficient Ital- 
ian financial institutions which 
.can offer a better service to 
their customers internationally 
while maintaining jjxcontest- '• 
able markets at home. 

Nor is the desirability of , 
banks which are less subject to ' 
political pressures in their 
staffing and lending in doubt . 
- outside the political class. 

Perceptions of the; damage- 
caused by politicisation, real or 
imagined, have swollen '.this 
year following delays in mak- . 
mg top appointments,- patent *. 
cronyism and eDegationa.by -> 
leading businessmen of bias. 

But while same banking aSi- ' 
ances,Ehe the Roman wedding 
between Cassa di Rispannio £ 
Roma and Banco ih Rama, are - 


of. bank mergers with a ven- 
geance. 

' Letting Istituto Bancario San 
Paolo cti Torino, thebig Turin- 
based institution which is 
undoubtedly the country’s 
most dynamic bank at present, 
take control of Credlop, the 
largest long-term lanritng body. 
Is an almost certain bet 

Some form of Unit between 
Banca Comm er dale ItaUana 
(BCI), still Italy’s most presti- 
gious financ ial institution, and 
Credito Italiano, is another 
strong possibility, although 
one which hag become slightly 
less certain of late. =. 

Othfir potential amalgama, 
such as that between HQ, the 
Rome-based fimd management 
and imi»»wLinant HanMwg group, 
and Cariplo, the country's larg- 
est ravings- bank, look less 
likely. Andsome of the recent- 
ly-touted combinations will 
simply mevertake place. 

Two keijhff have opened the 
door to doni«®6 bank mergers. 
Pint, and lraskdbvious, is the 
iiHTMBtTW - ‘Appreciation in 
pohticaimrclB^bf the fact that 
Italy’s banks need to be bigger 
to competd inore effectively 


a former Treasury minister, 
has provided the instrument 
for many public-sector banks 
to translate such wishes Into 
reality. 

The legislation, which was 
passed in July, will offer a 
group of public-sector hanks 
and savings institutions the 
chance to become public com- 
panies, make a tax-free wind- 
fall through one-off asset reval- 
uations and even list up to 49 
per cent of their shares oh the 
stock market 

Meanwhile; this year's liber- 
alised rules on opening new 
branches has given big banks 
virtual carte blanche to expand 
their networks, which remain 
very ’small by European stan- 
dards. 

Such growth promises econo- 
mies of scale and improved ser- 
vice to customers after years of 
carefully-regulated fragmenta- 
tion. 

But while the belated 
changes now under way are to 
be wholeheartedly welcomed, 
they still leave many questions 
to be answered. 

Reducing the state’s role in 
the banking sector tops the 
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set to became reality, many of .Jwgfi-' internationally and in 
the other links, greenfly being . o f their big corporate cli- 
mooted are imUkely to prog- ' wflk^ hcme. 
ress much, beyond the printed ^ Nourished for years by 
page. ' ffiga ar. figures In the Bank of 

FOr to an atmosphere strik- .^mb^and by Mr Guido Carii, 


ingiy- sisular to . that to, Ger- 
many two years : ago, when 
hanks and insurance immito 
pies were daily befnfir iycd to. 
the press; DaLUaif commimta- 
ton have seized Upon the | dea 


Treasury minister, such 
m have gained ground of 
£e i as the message from bank- 
is and more enlightened poE- 
dans has made headway. 

The Amatn Law, named after 


list. Even after the wave of 
mergers and alliances that is 
now gathering pace, Italy will 
still lack a private-sector bank 
of any international conse- 
quence. 

The big gest — and also one 
of the least profitable - pri- 
vate sector institutions, Banca 
Nazionale dell’AgricoItura - 
had total assets of just S26bn at 
the end of last year, ranking it 


163rd in the world. Banco 
Ambrosiano Veneto came next 
with $22bn, ranking It 197th 
internationally. 

Even those public-sector 
banks which make use of the 
Amato Law wiQ remain small 
by international standards. 

The new Roman link will 
create a bank with total assets 
of about Slllbn - peanuts 
compared with Credit Agri- 
cole's $242bn, Barclays' 3205bn 
or Deutsche B ank ’s $202bn. 
Even the putative merger 
between BCI and Credito Itali- 
ano results in a bank with 
assets of only $164bn. 

More important, the new 

Italian h awks in tha makin g 

will still be majority -owned by 
municipal or stat^controlled 
bodies. 

Italian politicians' s tandar d 
response to such observations 
is to contrast public ownership 
with domination by Italy's 
handful of huge private-sector 
industrial groups, many of 
which may well be itching to 
get their hands on a bank. 

But such dangers no longer 
loom so large given this year’s 
passage of another crucial 
piece of lagfaiatinn governing 
monoply ownership. 

Though directed principally 
at the media, the new law 
could also have important 
implications for future control 
of the h anking system should 
more of it eventually end up 
under private control. 

Such all-or-nothing choices 
between state and private-sec- 
tor hegemony focus attention 
on another structural weak- 
ness Of the Italian financial 
system - the lack of a strong 
domestic capital market. 

Only with a smoothly func- 
tioning stockmarket will pri- 
vate investors be encouraged 
to channel their savings - 
which remain impressively 
high by international stan- 
dards - into equities. 

That would allow private 
ownership of financial institu- 
tions - and the assurance of 



39 estimat 
sco Cossic 

Lid 

!1 = L1.30l 
i1 = L1.372 


control by market, rather than 
political, criteria -without the 
danger of domination by Italy's 
omnipresent big business 
clans. The law-makers may be 
about to rise to the challenge, 
with approval pending for the 
introduction of a new type of 
finan cial institution designed 
to replace Italy’s small and 
often under-capitalised stock- 
brokers. If such a move is 


quickly followed by further 
bourse reforms, notably in 
terms of outlawing insider 
trading and drawing up new 
rules on takeover bids, the 
chances that Italy may gradu- 
ally be able to look forward to 
a new era of privately-owned, 
but not closely dominated, 
financial institutions, look 
much brighter. 

If not, there is no obvious 


guarantee that the bigger pub- 
lic sector banks-in-the-makmg 
will be any less susceptible to 
political leverage than their 
predecessors. 

The losers then will be Ital- 
ian commerce and industry, 
with smaller companies in par- 
ticular having to accept poor 
service. 

The winners rill be those 
big European banks some of 


which are already well repre- 
sented in Italy, which see the 
domestic market as offering 
the opportunities for growth 
and spectacular profits, which 
are no longer available at 
home. While inordinately high 


prices and discouragement 
from the Bank of Italy have so 
far filtered many such ambi- 
tions. the barriers cannot last 
for ever. 
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CARIPLO. ALL OVER WE WORLD IN BANKING CLASS 


Milan is the financial, industrial and commercial heart of Italy. And Cariplo is the heart of Milan. For any banking 
transaction with Italy , contact Cariplo who can meet all your financial needs promptly. Cariplo, ° , its head-office in 

Milan, is at your complete disposal with 450 brandies in Italy and foreign branches in London, New York Grand Cayman 
and Hong Kong; the- subsidiary bank; Compagnie Internationale de Banque (C.I. B.), Paris; the subsidiary bank: Bank- 


haus Loebbecke & Co., Berlin ; an affiliate: Banca Jover, Barcelona , as well as with representative offices in Beijing 
Brussels, Frankfurt, Madrid, Moscow, Paris and Seoul, and more than 1,S00 correspondent banks. 
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We know how. 
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ITALY'S public-sector h anks 
will long remember 1990 as a 
year of profound change forth- 
sir industry. 

The turning point was on 
July 12, when the Italian Sen- 
ate decisively opened the door 
for the country's six public law 
credit institutions and 80 
savings banks to begin major 
structural changes. 

By 56 votes to six with 10 
abstentions, the Upper House 
In Rome approved proposals 
which had begun their parlia- 
mentary journey in August 
1988 with the tabling of a Bill 
in the lower house bearing the 
name of the former Socialist 
treasury minis ter. Mr Giuliano 
Amato. 

Earlier in 19SS. Mr Carlo 
Azeglio Ciampi, the governor 
of the Bank of Italy, had 
stressed the need for change. 
Speaking at the central bank's 
annual meeting in May, he 


David Lane traces the origins of the Amato Bit) 


Year of profound structural change 


noted that "the joint stock cor- 
poration model would allow 
public sector banks to exploit 
the wider possibilities offered 
by company law and would 
assist competitive parity.” 

It “would create the condi- 
tions for obtaining risk capital 
from the market and for diver- 
sifying ownership structures", 
he added a year later. 

The Amato Law gives public 
sector banks the chance to 
change their corporate identity 
from foundations, trusts and 
associations into joint stock 
corporations. 

According to Mr Giampiero 


Italy’s six public law credit institutions 

Institution, 

1989. 

Capiti: 

In 5m 

Assets 

In $m 

Pre-tax 
prolH, Sm 

Number ot 
branches 

Bancs Nazionale 
del iavaro 

4.1S3 

100.967 

-106 

419 

Istituto San Paolo 
di Torino 

3.697 

107.403 

986 

408 

Monte del Paschi 
dl Siena 

3.625 

66.560 

543 

478 

Banco dl Napoli 

973 

67.004 

111 

494 

Banco dl Sldlla 

564 

36.278 

S5 

325 

Banco dl Sardegna 

517 

5,761 

73 

90 

Sources. Tha Banker and ABI 


Cantoni, chairman of Banca 
Nazionale del Lavoro, the big- 
gest of the public law credit 
institution, "this model 
responds to various functional 
and market needs. 

“It clarifies relations 
between managers and owners, 
allows more transparency in 
relations with third parties, 
and is more flexible.” 

Mr Gianni Zandano, the 
chairman of Istituto Bancario 
San Paolo di Torino, another 
public law credit institution, 
thinks likewise. 

"For banks with the legal 
structure of a foundation like 
San Paolo, credit business will 
be transferred to a new joint 
stock corporation. The result 
will be a public foundation, 
continuing its traditional insti- 
tutional role, but holding a 
majority stake in the capital of 
a hanking joint stock corpora- 
tion,” he says. 

Spinning off credit business 
into public companies will 
clear the way for flotations, 
mergers and partial privatisa- 
tions. 

However, although all public 
sector banks, even the smallest 
local savings banks, are expec- 
ted to spin off their credit 
activities into joint stock cor- 
porations, a stockmarket quote 
will probably only be sought 
by the biggest, while many 



The former Socialist treasury minister, Gulliano Amato; 
the Mil bears his name. 


smaller institutions are likely 
to opt for mergers. 

Aware of the fragility and 
vulnerability of many smaller 
savings banks, the Bank of 
Italy has long been encourag- 
ing them to join forces. 

That may now happen as the 
new law starts to foster a pro- 
cess of concentration that, bar- 
ring a handful of notable 
exceptions, has otherwise 
failed to materialise. And, as 
the three-way link between 
Cassa di Rispannlo di Roma, 
Banco di Santo Spirito and 
Banco di Roma link shows, 
mergers may Involve Mg banks 
as well as small 


Partial privatisation is 
another of the Amato law's leg- 
acies. Under the new rules, the 
public bodies owning the new 
banking joint stock corpora- 
tions can place up to 48 per 
cent of equity with private 
shareholders. 

The privatisation issue trig- 
gered fierce parliamentary 
debate. The Communists were 
strongly against the loss of 
public sector control. And 
while the Christian Democrats 
presented no official party 
position, they found reasons to 
oppose privatisation of the 
savings banks. 

By contrast, Italy's Socialists 


argued that, while losing con- 
trol would be acceptable In the 
case of savings bank* 
institutions should remi 
firmly in the public sector. 
Only the small Republican and 
liberal parties opted decisively 
for foil privatisation. 

Even the Bank of It 
seemed to have be against _ 
vatfsation. In evidence to a 
parliamentary committee, Mr 
Ciampi himself said that, “the 
privatisation of assets is not 
lyngfliHai in itself, to be ann gh t 
regardless. It can arise from 
choices of economic policy or 
from case-by-case decisions 
aimed at boosting the 
operations of Individual 
banka.” 

In approving the Amato BUI, 
the politicians allowed for 
exceptional cases where the 
private sector could take a 
majority staka However, such 
instances will need approval 
by the cabinet and by the Bank 
of Italy. 

Moreover, they must be jus- 
tified in terms of strengthening 
the credit system, increasing a 
bank's international presence 
and asset base and allowing it 
to reach a size that boosts its 
competitive capacity. And new 
shareholders will not be 
allowed to obtain dominant 
positions. 

Many see these restrictions 


point 

legislation. They fear politi- 
cians will retain the power to 
appoint their nominees to the 
boardroom and keep control. 

“The insatiable appetite of 
Italy's political parties to feed 
the spofls system win seriously 
deter the search for efficiency 
and real competition," says one 
banker. 

Yet the law also offers the 
pubhe-sector banks rich pick- 
ings. Probably the most attrac- 
tive is its fiscal neutrality. Tax- 
ation of capital gains an asset 
values booked at the time of 
incorporation will be 
suspended, allowing banks to 
realise the real value of assets, 
boosting their capital bases 


and providing room for 

er Etarapproval of the lawls 
only the starting point Asses 
revaluation will requir e au dit 
work and Treasury approval. 
Moreover, banks wiil need to 
resolve fundamental issues 
such as relations with local 
bodies, the institutional activi- 
ties of their original trusts and 
associations and the status of 
stuff p*»n«rj mn fonds that have 
h*»pn separate from the state 
social security system. 

Much still needs to be done 
on these details. Moreover, the 
timetable is tight, with banks 
hai rin g to complete their trans- 
formations and mergers within 
two years from the laws date of 
enactment to reap the tax 
windfall. ^ 

But for Mr Guido Carti. 
Italy’s treasury minister, the 
Amato Law represents one of 
moot significant legislative 
contributions of recent 
dn reKto*) warts and all Now it 
is up to the banks to respond. 


Italy’s top six savings banks 

Bank (1988} 

Capital 

Assets 

Pre-tax 

Number of 


In Sm 

In Sm . 

pram, Sm 

branches 

Cariplo - 

4*513 

82,103 

961 

436 

Torino 

1,094 

20£81 

ZTL 

230 

Roma _ 

902 

2M17 

189 

184 

Verona Vicenza 





Betamo Ancona 

808 

13/170 

2S9 

148 

Bologna — 

637 

7,388 

119 

88 

Soutmct nw Banker and ABt; figure* Or ran 


MR MAURIZIO SACCO NL the 
young Under Secretary in the 
Treasury responsible for bank- 
ing and financial market 
reform, regards the Amato law 
as Italy's most important 
financial legislation since its 
the watershed Banking Law of 
1936 . 

His attitude is not entirely 
disinterested. As a young 
Socialist deputy for the constit- 
uency of Treviso and Venice, 
be was first brought into the 
treasury by Mr Giuliano 
Amato, the then treasury min- 
ister, after whom the law is 
named. 

There, he became so strongly 
identified with it that when 
that when Mr Amato moved 
on. Mr Guido Carli - the new 
treasury supremo - asked Mr 
Sacconi to stay at his post to 
help guide it through parlia- 
ment. He and Mr Carli are 
reputedly to have got on 
extremely well. But Mr Sacconi 
says it was "a functional 


Profile: Maurizio Sacconi, Under Secretary in the Treasury 

Parliamentary helmsman 


rather than a political choice”. 

One of the challenges he 
faces is Italy's lack of “a bank 
of reference,” even though 
there are roughly as many Ital- 
ian banks among the world's 
top 80 financial institutions ~ 
Japanese excluded - as those 
from most other big European 
countries. 

While Italy has about eight 
banks in the world's top 80, a 
share similar to France, the 
UK and Germany, “we don’t 
have a bank which can com- 
pete with the biggest names in 
Europe.” 

Moreover, the big Italian 
banks tend to be in the public 
sector and differ very sharply 


in terms of capitalisation, tend- 
ing on average to rank lower in 
the capital adequacy stakes 
than their European counter- 
parts. 

“The Amato law has given 
us the instruments to tackle 
these problems”, says Mr Sac- 
coni “Mergers could help to 
resolve the problem of size. 
And the hanks will be able to 
turn to the market for more 
adequate capitalisation.” 

However, he does not agree 
that the law will encourage 
mergers for their own sake. He 
also believes there is no “ideal” 
size for banks in Italy, and 
says institutions should be big 
enough to enjoy “an incontest- 


able market ’’ in their respec- 
tive parts of the country. 

Thus, he draws attention to 
the dominant position of the 
big three German hanks domi- 
nate in their market, and 
strong regional institutions in 
Italy like Istituto Bancario San 
Paolo di Torino, Monte dei Pas- 
chi di Siena ami Cariplo. with 
deep and very profitable roots 
in their home turf of Piedmont, 
Tuscany and Lombardy, 
respectively. 

Rationalisation is equally 
needed among Italy’s hundreds 
of savings and co-operative 
banks, he says, since the devel- 
opment of post-war Italian cap- 
italism has been based at local 
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level where local banks repre- 
sent Italy’s grass-roots "finan- 
cial intelligence”. 

The Treasury has therefore 
opposed merging all Italy’s 
savings banks into one, or Into 
a tiny handful of big institu- 
tions, for fear of losing their 
special local know-how. Mr 
Sacconi prefers more limited 
mergers between local finan- 
cial institutions. 

“They have to reach the 
dimension of at least a medi- 
um-sized regional bank”, he 
says. There would be no ideal 
size for such banks, bud they 
should at least cover an entire 
Italian province, he implies. 

Such domestic concentration 
would leave little room for the 
many foreign banks which are 
still keen to buy into Italian 
banking. Reflecting current 
thinking in the treasury and 
the Bank of Italy, Mr Sacconi 
proposes reclprodly and share 
swaps rather than outright 
mergers. 

A foreign bank might be per- 
mitted to buy a smaller 
regional institution, but bigger 
deals would be discouraged. 
The criterion appears to be less 
the size of the target bank than 
its importance in the local 
market “It’s more a qualita- 
tive than a quantitative ques- 
tion”, he says. 

The upshot is that any for- 
eign banks interested in buy- 
ing a large Italian institution 
wul probably have to be con- 
tent with a regional house, or a 
small equity stake in a bigger 
concern. 

If they seek a stake in a big 
Italian bank, it may have to be 
accompanied by a reciprocal 
token holding in the pur- 
chaser. 

International cross-share- 
holdings are also encouraged 
to make up for another weak- 
ness of Italian banks - their 
belated internationalisation. 
“We want an exchange of 
shares to guarantee the Inter- 
national presence of our banks 
abroad”, says Mr Sacconi 

Such participation, although 
small, would show a certain 
“preference in the market- 
place” betweenthe banks con- 
cerned and ensure “access to 
the market at a low price for 
both sides.” 

An example of this trend is 
the small stake In Credito 
Roxnagnolo held by Banque 
Nationals de Paris, or in Credit 
Agricole's roughly 10 per cent 
share in Banco Ambrosiano 
Veneto. 

Beyond saying that integra- 
tion is likely to be slow, Mr 
Sacconi is non-committal about 
current attempts to redraw the 
map of Italian banking, trig- 
gered by the three-way merger 
between Cassa di Rispanmo di 
Roma, Banco di Santo Spirito 
and Banco di Roma, or the pos- 
sible link between Banca Com- 
mercials Italians (BCI) and 
Credito Italiano. 

“I think the integration will 
be slow,” is as far as Mr Sac- 
coni will go on the new Roman 
trinity. Might Banco di Napoli 
one day make it a foursome? 
He agrees that the authorities 
have long wished to create a 
powerful banking force in cen- 
tral and southern Italy. But he 
“can’t say” what role the 
Naples bank might one day 
play. 

As for the two Milan-based 
“banks of national interest”, 
Mr Sacconi says merely that 
linking BCI with Banca 
Nazionale del Lavoro <BNL) 
might have been easier than a 
purely Milanese merger. 

This reflects the in the 
Socialist party's view that the 
current merger wave has con- 
tentrated on Christian Demo- 
crat-run institutions and that 
it is now time for the Socialists 



Maurizio Sacconi: responsible 
for financial market reforms 

to have a crack of the 
such as with a BCI-B 
merger. 

But he shows all the political 
flkfils which first got him into 
parliament at the tender age of 
29 when it conies to turning 
the tables away from a discus- 
sion on the politicisation of 

Italian b a nkin g. 

The greatest temptation for 
politicians is to meddle at local 
savings banks, according to Mr 
Sacconi But any such instinct 
would be swiftly countered by 
the ever-watchfui eye of the 
Bank of Italy, he says. 

But how does he explain this 
year's gap in filling the top 
slots at a number of top banks 
- a process seen at its extreme 
In the months of delay to find a 
political! v -acceptable chairman 
for Monte del Paschi? And 
what of Mr Raul Ganhni’s pub- 
lic folxuinations against alleged 
political nradd jffn g at BCI? 

“The problem [in filling top 
jobs] is not one of party alle- 
giance. The problem is one of 
finding the right quality of 
manager for the job,” he 
replies. “If the decision rests 
with a government, and that 
government is a coalition, it 
takes some time”. 

Carefully omitting the words 
Christian Democrat from his 
remarks, he notes that there 
are often differing schools of 
thought within one party, let 
alone the coalition. And would 
the French or American sys- 
tem of booting out the old 
guard each time the govern- 
ment changes be any better? 

Finding bis flow, Mr Sacconi 
soon shifts the threat from pol- 
iticians to the private-sector 
instead - and notably Italy’s 
coterie of top businessmen. 

One of the most laudable fee- 
tors in the Italian economy is 
the absence of close sharehold- 
ing links between banks and 
big business, he argues. Thus 
rather than the politicians, the 
danger to the banks comes 
from big businesses, borrowing 
heavily at preferential rates, to 
reinvest as they please, he 
argues. As for the Gardlnl 
claims — hokum. 

“The danger that legislators 
are always aware of is that 
there are only a few big groups 
in Italy, which could want to 
take over large banks.” So 
great is the perceived risk that 
parliament specifically 
amended the government’s 
text of the Amato law so that 
any increase in the quota of a 
public-sector bank’s shares 
floated on the stock exchange 
beyond 49 per cent would 
require direct parliamentary 
approval 

By contrast, the g ov e rn ment 
felt that control via the banks’ 
statutes would be enough to 
police such Influences, he 
points out. In that respect, 
even Mr Sacconl’s own Social- 
ist party may have been slow 
off the marie, he admits. The 
Left in Italy has always tended 
to overvalue the importance of 
material assets, and underrate 
the role of finance as an instru- 
ment to command the econ- 
omy. That may be changing 
now. 

Haig Slmonlan 


New banks 
in the 
making 

The race is on to restructure 
Italy’s financial system through 
mergers and takeovers 


A NEW heavyweight in Italy’s 
hanking fraternity emerged as 
a result of last month’s pur- 
chase of 65 per cent of Banco di 
Roma by Cassa di Rlsparmfo di 
Roma, Italy’s second biggest 
savings bank. 

By creating a bank bigger 
than the market leader, it 
upset the established pecking 
order. But bankers should not 
have been surprised. For some 
years, there have been signs 
that the Rune Cassa nurtured 
strong ambitions for growth 
and enjoyed the support of the 
Bank of Italy. 

Mr Cesare Geronzi, the Rome 
Cassa’s general manager, has 
been supervising the expansion 
since he joined the bank in 
1982 and, two years later, 
bought the two-branch Banca 
Generate di Credito from 
Banco di Roma. . 

Given life previous lengthy 
service with the Bank of Italy, 
the Rome Cassa appears to 
have served as the central 
bank's gulneatpig for rational- 
ising the banking sector. 

Three years ago, it out-man- 
ouevered other Institutions to 
absorb the Molisana savings 
bank. Then, last year, it 
acquired Banco di Santo Spir- 
ito from IRI, Italy’s state hold- 
ing company. 

The ink will be dry on the 
Banco di Santo Spirito merger 
by the end of the year, while 
the Banco di Roma operation, 
cm which discussions with EBI 
started last February, will be 
completed before the end of 
1992, says Mr GeronzL 
While the creation of a bank 
with 80S branches, 24,000 
employees and L91,000bn of 
deposits establishes new 
benchmarks for Italy's large 
banks, it also highlights the 
opportunities they now enjoy. 

“Taking over Banco di Roma 
would not be possible without 
the Amato Law,” says Mr Ger- 
onzi. 

Bankers had already been ■ 
keeping their eyes on the 
Amato Bill’s passage through 
parliament Following the lat- 
est Roman' amarine and much 
prompting by the Bank,: of . 
Italy, the country's large and 
medium-sized banks have now - 
been set a new standard. . 

Many must now wonder- 
ing whether: their Ideas are- 
imaginative and. ambitious 
enough to match it : 

“Cassa di Rispanmo di Roma 
deserves co n gratrilations. It is 
now in a different league, with 
other large hanks lagging 
behind,” says Mr -Alberto 

FSffiSL the nhstirman nf ftnaa 

di Rlsparmlo dl Verona 
Vicenza BeHuno e Ancona, 

How will the -bigg ei 
react to their displacement 

tiie new Roman upstart, 

what stratifies will other insti- 
tutions adopt, irre^pective -of 
their rankings? 

There may well, be serious: 
heart-searching at the head 


office of Cariplo, the Milan- 
based savings bank, which 
rates first on capital, second on 
p ro fi t s and fourth un assets in 
1989. During the past year Mr 
Roberto Mazzotta, Its chair- 
man, been pushing for the 
creation of a single Italian 
savings bank. 

However, with the Rome 
Cassa sow ruling itself out, 
and with no signs of interest 
among independently-minded 
savings banks of Turin and 
Verona. Mr Mazotta's project 
must be considered aborted. 

Cariplo has been forming 
alliances with small local insti- 



Cawrw Geronzi, the Rome 
Caaaa’a general manager: 
supervising expansion 

fictions since 1987, when it took 
a 16.7 per cent stake in rescu- 
ing the Cassa di Rispanmo di 
Calabria e Lucania. 

Last year, its 33.3 per cent 
stake m the 16-branch Cassa di 
Risparihio di Spoleto in 
Umbria was approved by the 
central bank, and it is now 
Completing- a similar stake- 
building operation with the 27- 
branch savings bank in Fermo 
and the 32-branch savings 
bank in Rfeti. . * 

Considerations over mergers 
are probably prompting discus- 
sion In the boardrooms of 
Italy's six public law credit 
instit utions , all of which, with 
t he e xcegtion of Banco di Sar- 
degna, figure among In the 
country’s top ten in terms of 


Speculation has centred on 
Banca Nazionale del Lavoro 
(BNL) and Banco di Napoli, 
both of which are generally 
rated poorly for efficiency, 
have tow profitability and have 
c^rttal deflctency problems. 

Mobiliare Italiano 
(ZMD. the state-owned financial 
con g ^pgra te. Is often tipped 
partite a™, 

^During the spring and early 
romme r of tirie year, IMI had 
been negotiating with nil to 
buy Ba nco di Roma, and its 
toterestm acquiring a major 
retail b ank is well ^ 

Co n ti n ued on faring page 
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Batlkiiig mergers 


Continued from page 2 
known. BNL’s position is more 
affiSoat, tiwu^;a matger with 

Banca Commerciale Italians, 
(BO> to hot oat of the question. 

Meanwhile Monte del Paschi 
di Sie na (MP S), the world’s old- 
^t opeataff bank;, faces Hone 
of the problems of the BNL or 
the three southern public tow 
credit institutions.. The bank, 
which tost year ranked fourth 
on capital and profits, does not 
need new capital Nor is it 
expected to open op its share-, 
capital or form important new 
alli an ce s, other than swapping 
small stakes In.-, subsidiaries 
with foreign banks. 

Even mote robust than MPS, 
400-y ear-old San Pardo, with its 
strong local roots, will almost 
certainly continue its strategy 
of looking beyond profitable 
provincialism. It is. widely 
regarded as a leader, among 
Italy's large hanks, and should 
waste no h™ in seizing the 
opportunities offered by the 
Amato Law — "I am convinced 

Parochialism remains 
a serious obstacle to 
concentration 

that San Paolo should seek 
quotation of its shares as soon ‘ 
as possible, both on national 
ana international stock mar , 
kets. Substantial internally 
generated resources may not 
be sufficien t to guarantee con- . 
turning expansion,” says Mr 
Gianni Zandano, its nimfrnwti . 

“The re-drafting of onr 
articles of association in 1987 
laid the foundations tor agree- ■ 
merits with primary foreign 
institutions,” he adds. Mr 
Charles Hatobro' sits mi the 
Turin banks board, as did the 
tote Mr Renaud de laGeniere. “ 

A different . path. is~ befog' 
trodden by San Paolo’s neigh- 
hour, Cassa di Rteparmto di 
Torino (CRT). Taking minority 
stakes to. five small Piedmont . 
savings banks and to the 
savings hanks of Vignola in 
Emilia, Romagna and Citta di 
Castallo to Umbria; CRT seems 
to be seH-Wng fhr- ropflfamt sized 
inter-regional status. 

Cassa di. Rtoparmio di 
Verona Vicenza Bellnno e. 
Ancona has opted for a similar 
role. This year's, agreement 
with the Cassa di Rtopazmio to 
Bologna will create a bank 
matchtogCRTin size. 

“All necessary steps are - 
being taken to prepare the - 
hanks Tor merger, tons valua- 
tion /1- t fnr h i to jrHn* teffhnfaal 

committees oh 7 staffing and 


information systems,” says Mr 
Paveal, adding that other Emi- 
lia Romagna banks have also 
expressed interest in joining 
the project. 

. The Bologna savings bank Is 
attractive for several reasons. 
financia lly robust. It lies half- 
way between Verona and 
Ancona, where Mr Pavesfs 
tank last year bought the 
city's savings hank . 

Moreover, there are strong 
Similarities to the local econo- 
mies of the regions in which 
the two banks operate. How- 
. ever, to undertaking the opera- 
tion,. the Verona b ank trod 
heavily on the aspirations of a 
group of north-east savings 
banks, which have also been 
pushing for a regional group- 
ing Tor three years I have 
been proposing the creation of 
a. holding that would group 
nine savings hanVn to the Ven- 
eto, Friuli- Venezia-Giulia and 
Trentino-Alto Adige regions, 1 
says Mr Ettore Bentaflc, chair- 
man of Cassa di Rtoparmio di 
Padova e Rovigo. Without the 
Verona h ank the project seems 
a non-runner. 

Mr Bentsik’s hank haa i per 
cent of the Cassa di Risparmio 
di Firenze, the Florence 
savings bank. That stake 
seems designed to foster 
courtship which might blos- 
som. Meanwhile, the Florence 
Cassa has forged an aiHanca 


with savings banka m Pistoia 
and Leghorn to stimulate a 
. hew .Tuscan grouping. 

The breakdown of talks 
between the Florence and Bolo- 
gna savings banks over the 
question of leadership, and the 
likely Veronese demand for a 
controlling interest - which 
may have scuppered its partici- 
pation to any wider north-east- 
ern alliance - demonstrate 
that parochialism remains a 
serious obstacle to concentra- 
tion. - “small banks generally 
recognise that they are not Via- 
ble. MarifriTn-aimri hanks aspire 

to Independence,” says Mr Fed- 
erico Pepe, general manager of 
Banca Popolare di Verona. 

: Influenced more by the bot- 
tom fine than by politics, the 
.co-operative banks have been 
busily rationalising among 
themselves. Mr Pepe’s bank 
. last year absorbed smaller co- 
operative counterparts to the 
neighbouring provinces of 
Mantua, and Vicenza. He 
expects that the Amato Law 
•trill enco u ra g e farther mergers 
among the co-operative b anka 
as smaller institutions look for 
partners or parents. > - 

v ' -r. Dam Une ' . 


Sober views on the 

economy 

A slowdown in world trade and a 
softening of domestic consumption and 
growth in exports have meant that 1990 
has not lived up to the government's 
original expectations of a 3.4 per cent 
growth in output, says John Wyles 


THOUGH FAR from bleak, the 
short-term prospects for the 
Italian economy have become 
increasingly sober as a rising 
oil price has made itself felt on 
an economy which was already 
showing signs of breathless- 
ness. 

For the longer term, almost 
certainly the best thing that 
could have happened for Italy 
- apart from gaining the pres- 
tige of having presided over 
the occasion - was the Euro- 
pean Community heads of gov- 
ernment agreement at the end 
of October to set a January 1 
1994 starting date for the sec- 
ond phase of monetary union. 

Although this sets no precise 
and binding conditions for the 
management of Italian budget- 
ary policy, it will serve to 
strengthen the absolute 
requirement to halt the spirall- 
ing of public debt and to align 
the annual budget deficit very 
much more closely to the Com- 
munity average. 

It will not help that over the 
next year or two this process 
may have to take place in a 
framework of lower ann ual 
economic growth than the 3 
per cent average for most of 
the 1980s. 

A slowdown in world trade 
and a softening of domestic 
consumption and growth in 
exports have meant that 1990 
has not lived up to the govern- 
ment’s original expectations of 
a 3.4 per cent growth to output. 
The shortfall is not cata- 
strophic - growth should be 
around 3 per cent - but the 
slowing of the economy is now 
very obvious. Private forecasts 
for next year range from a 1.8 
per cent to 2.6 per cent rise in 
gross domestic product against 
the 2.7 per cent targetted by 
the government in its most 
recent forecasts. 

As in other countries, the 
impact of the Gulf crisis is dif- 
ficult to evaluate because its 
weight, through higher oil 
prices, could vary enormously 
if there is a military conflict 
which seriously affects sup- 
plies. 

Since Italy is about 82 per 
cent dependent on imported 
energy, both the domestic 
inflation rate and the trade bal- 
ance are significantly vulnera- 
ble. The Bank of Italy’s 
research department has 
recently produced a study 
which underlines, among other 
things, that Italy is much more 
efficient to the use of energy 
than it was at the beginning of 
the second oil price crisis to 


1979. According to the central 
bank, by 1989 the ratio between 
GDP growth and net increases 
In energy imports had been 
halved. Nonetheless, an aver- 
age price of $35 per barrel 
would cause a significant dete- 
rioration next year of around 
L10,000bn on the current 
account of the balance of pay- 
ments. 

The government's officially 
forecasted deficit is for 
Ll2,536bn. compared to 
LlO.OOObn for this year. The 
Bank estimates that inflation 


would worsen by 0.6 per cent 
and that the growth rate will 
be half a percentage point less 
than might otherwise be the 
case. 

The Bank warns, however, 
that the effect on inflation of a 
$35 per barrel price would be a 
full one percentage point 
increase if it was fully passed 
on to pay increases through 
the scala mobile system of 
wage indexation. 

The future of wage indexation 
is due to be reconsidered from 
the middle of next year by the 
government and the two sides 
of industry exclusively because 
of heavy pressure by Confin- 
dustria, the main organisation 
representing Italian industrial- 
ists. Domestic inflation has 
been exceeding government 
targets for the past two years, 
and the average in 1990 of 


around 6 per cent will be ftilly 
one and a half percentage 
points higher than officially 
expected. This is also three 
points higher than the average 
inflation rate of those coun- 
tries which belonged to the 
Exchange Rate Mechanism 
before the UK joined. 

“The lack of coherence is 
obvious between a lasting gap 
of this size and the discipline 
implicit to the exchange rate 
agreement of the EMS,” Mr 
Carlo Azeglio Ciampi, the gov- 
ernor of the Bank of Italy, told 


a parliamentary committee last 
month. 

According to Confindustria, 
above average domestic infla- 
tion allied to a slowdown in 
productivity is now having a 
definite impact on manufactur- 
ing competitivity. 

It is actively campaig ning for 
a wages policy s imilar to that 
of the early 1980s which 
anchored pay rises to antici- 
pated inflati on and which to 
four years helped to more than 
halve the 21 per cent infla tion 
rate of 1980. The organisation 
has calculated that such a pol- 
icy would reduce consumer 
price inflation in 1991 to 5.5 per 
cent against its own forecast of 

6.6 per cent, while the slow- 
down in growth would be 
reversed, GDP increasing by 

2.6 per cent in 1991 and 2.9 per 
cent in 1992. 


On the fairly reliable 
assumption that there will be 
an early general election next 
June, it is quite possible that 
shortly afterwards a govern- 
ment may well have to adopt 
such a policy in order to rein 
in the rising burden on its bud- 
get of public sector pay rises. 
These have been running well 
above levels set down by the 
medium term budget plan 
which aims to produce an 
L6,000bn surplus next year, net 
of interest payments on the 
public debL 

With health spending having 
exceeded estimates by 50 per 
cent during the last three 
years, and pension and welfare 
payments also running well 
ahead of forecasts, it is legiti- 
mate to question whether the 
Italian budget is subject to any 
serious political and adminis- 
trative control 

The 1991 budget seeks a defi- 
cit of L132,OOObn or around 9.4 
per cent of gdp on the basis of 
L44,000bn of higher taxes and 
reduced spending. But many of 
the measures directed at 
obtaining this result are based 
on very optimistic assumptions 
to the extent that even Mr 
Guido Carli, the Treasury Min- 
ister, has wondered whether 
the deficit target is achievable. 

Moreover, one cannot be 
sure that the budget proposal 
will make more sense after the 
parliament finichpri tinker- 
ing with it 

But it is the case that to the 
view of some economists Ital- 
ian tax rates, now equal to EC 
averages after a four percent- 
age point increase from 
1967-1990. cannot move much 
higher without damaging the 
productive sector and possibly 
weakening the Treasury's bQ- 
ity to finance the deficit from 
domestic savings. As it is, the 
government has programmed 
another 1.5 point increase in 
tax pressure by the end of 1992. 

Political will, therefore, is 
needed both to attack the 
structural deficits in health 
and welfare and to mount a 
stronger attack on tax evasion. 
The EC’s political agreement 
on monetary union will be a 
useful spur because of the 
political class’ longstanding 
fear of not being able to keep 
up with the Community’s 
proces of economic integration. 

The process of moving 
towards a single currency from 
the beginning of 1994 will 
require Italian budgetary 
ratios to converge much more 
significantly on EC averages. 


Exchange rate 


Lire against the US$ (Lire per $) 
2200 : 



KEY FACTS AND INDICATORS 


Population 57.5 million (1989 estimate) 

Head of State President Francesco Cossiga 

Currency Lira 

Average exchange rate 1988 US$1 = L1,301.6 

1989 US$1 = LI. 372.1 



Italian Prime Minister, Giulio Andreotti 


ECONOMIC INDICATORS 

1988 

1989 

Total GDP (USSbn) 

828.9 

865.8 

Real GDP growth (%) 

4.2 

3.2 

GDP per capita (USSj 

Components of GDP (%) 

14431 

15053 

Private consumption 

61.9 

62.0 

Gross fixed investment 

20.0 

20.2 

Increase in stocks 

1.4 

1.4 

Government consumption 

17.3 

17.0 

Exports 

17.9 

19.2 

Imports 

Current account balance 

-18.5 

-19.8 

(USSbn) 

-6.2 

-10.6 

Exports (USSbn) 

127.4 

140.3 

Imports (USSbn) 

128.8 

142.3 

Trade Balance (USSbn) 

Main trading partners (% of 

total value) 

Exports: 

-1.4 

-2.0 

West Germany 

18.1 

17.0 

France 

16.6 

16.3 

European Community 

Imports: 

57.2 

56.5 

West Germany 

21.8 

21.2 

France 

14.9 

13.8 

European Community 

57.5 

56.7 

Total external debt (USSbn) 

58.0 

74.0 

Public sector deficit (USSbn) 

Consumer prices (% change 

94.6 

92.4 

per year) 

Unit labour costs (% change 

5.1 

6.3 

per year) 

Industrial wage rates (% 

3.8 

7.9 

change per year) 

Unemployment (% ol the 

7.6 

7.8 

labour force) 

Industrial production (% 

12.0 

12.0 

change per year) 

Total reserves minus gold 

5.6 

3.7 

(USSbn) 

34.7 

46.7 

Ml growth rate (% per annum). 

6.0 

11.3 

M2 growth rate (Vo per annum). 
Discount rate (% per annum. 

8.6 

10.8 

end period) 

3-month Treasury Bill rate (% 

12.5 

13.5 

per year, average) 

Long-term govt bond yield (% 

9.2 

10.2 

per year, averaged) 

FT A Italy Index (% change over 

10.5 

11.6 

the year) 

+ 22.7 

+ 12.3 

Sources Keith Fray and Christopher Flood. FT Statistics 

Department; IMF; Datestream: Economist Intelligence Unit. 



MANAGED FUNDS 

29.000 Billion 

LOANS 

9.000 Billion 

SHAREHOLDERS 
33,000 

Figures as at December 1989 in Italian Lire 


creotto _ 

BOML%G3NDIjO 

BANGAdelFRIUU 


Banca Agri cob Commerciale 
defla Repubbfca di San Marino 



MEET AN IM PORTA NT ITALIAN BANKING GROUP. 


Network 300 branches in Italy. 

Abroad: Luxembourg - Representative Offices: New York, Hong Kong. 


Wc have wide 

horizons. 


Banco di Sicilia is heir to a 
banking tradition which goes 
back to 1459 and has developed 
into a diversified group offering a 
comprehensive range of banking 
and financial services. 

The Bank has a domestic net- 
work of over 350 branches and a 
foreign network comprising 
seven branches (Frankfurt, Lon- 
don, Los Angeles, Lyon, Munich, 
New York, Paris) a wholly 
owned subsidiary (Banco di 
Sicilia International S.A., Luxem- 
bourg) and representative offices 
in Brussels, Budapest, Chicago, 
Singapore. 

Additionally Banco di Sicilia 
has a diversified group of sub- 
sidiaries and affiliates among 
which the following are 
specifically active in international 
operations: Basin vest S.p.A.- 
Milan, Estero Imprese s.r.l.-Milan, 
Euramerica Finanziaria Interna- 
zionale S.p.A.-Rome, Centro In- 
ternationale Handelsbank AG- 
Wien, Bank of Valletta-Malta. 



BANCO di SICILIA 

Member of The Securities Association - London Branch - 99 Bishopsgate, London EC2P 2 LA 
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THE STOCK MARKET 


Final curtain now in sight 


IF all goes to plan, the I talian 
parliament should bring down 
the final curtain on Bill 953, 
the new law introducing radi- 
cal changes to Italy's stock 
market, by the end of the year. 

Approved by the Senate in 
April 1389 bat still being dis- 
cussed in the Chamber of Dep- 
uties, parliament's lower 
house, the legislative debate 
rivals London's play “The Mou- 
setrap” for its longevity. 

The Bill provides new regu- 
lations for securities dealing 
and a new organisational 
framework for the market 

Named after the Societa di 
Intermediazione Mobiliare - 
the new type of securities 
intermediation companies it 
will introduce - the Sims Bill 
is one of three key pieces of 
draft legislation on stock 
exchange reform. 

The others include a pro- 
posal to regulate public pur- 
chase offers and take-overs, 
approved by the upper house 
in June 1988, and a plan to ban 
insider trading, which was 
passed by the Chamber of Dep- 
uties. Each has been consid- 
ered by one of the two cham- 
bers, but still has to pass 
muster in the other. 

“The main reasons for 
reform are to regain market 
efficiency and to protect sav- 
ers,’* Mr Lamberto Dint gen- 
eral manager of the Bank of 
Italy, said in Milan a few 
weeks ago. 

"Because market solidity 
and investor protection are 
naturally llnkso in the inter- 
mediaries, the reform dedicates 
particular attention to them, 
requiting appropriate profes- 
sional standards and asset lev- 
els and instituting prudential 
rules." 

Drawing on experience in 
other countries, Italy has 
decided to introduce dual 
capacity dealers, which will be 
authorised to undertake broker 
commissions on behalf of cli- 
ents and also transact business 
on their own account 

In addition to securities trad- 
ing, the Sims will be ahle to 
participate In bond Issues, 
underwriting and fund man- 
agement 

Mr Roberto Paolo Rossi, 
head of securities trading at 
Banco di Roma, believes that 
the new rule requiring all trad- 
ing to be handled by Sims will 
lead to much greater transpar- 
ency and be a much-needed 


David Lane reports on plans for radical 
changes in the market framework 

urgative for the bourse. "The about double the o ffi cial mar- 
leaning out will eliminate ket volume - "that is hugely 
lose intermediaries and over -stated. 


purgative for the bourse. "The 
cleaning out will eliminate 
those intermediaries and 
finance companies that have 
created problems for the stock 
market,” he says. 

The new roles lay down that 
Sims should be joint stock cor- 
porations or partnerships with 
share capital open to Italian 
and foreign banks, brokers and 
industrial companies. To pro- 
tect the current brokers, their 
presence in Suns will be obliga- 
tory for a set period after the 
law is enacted. 

“There will be three types of 
those run by brokers con- 
tinuing independently; those 
formed by mergers between 


A former stockbroker and 
past chairman of the Rome 
stock exchange, he thiniw th at, 
it will be essential for the Sims 
to be independent of the hank- 
ing system - “highly speci- 
alised and qualified staff are 
needed, not bank employees. 
Remuneration arrangements 
must be diffe r en t.'* 

Problems with dashing cul- 
tures in other financial centres 
are ftunfifor enough. However, 
Mr Rossi notes the opportuni- 
ties Sims will offer the banks. 
Not only will they provide 
first-time direct access to the 




AWIIo Ventura, cha i r man of foe Moan stock exchange: “all 
foe technical problems have been resofvad.” 


brokers; and joint ventures 
involving brokers and banks," 
predicts Mr Rossi. He believes 
that around 60 Sims will be 
established, of which probably 
half will involve banks. 

Mr Rossi's own bank started 
talking to leading brokers two 
years ago, with the aim of 
bringing two or three top 
houses into a joint venture 

amalgamating all their client 

bases. At present. Banco di 
Roma uses more than 100 dif- 
ferent brokers for Its stock 
market operations, business 
that will pass to its Sim once 
the new law comes into force. 

The law will also oblige deal- 
ers to trade exclusively 
through Sims on the market, 
thereby eliminating the wide- 
spread practice among banks 
of cross-matching deals 
in-house. Some estimates put 
the level of off-floor trading at 


bourse and ptimmate of bro- 
kers' commissions, they will 
also open new prospects in 
terms of branch networks and 
market segmentation. 

But while the banks hori- 
zons will widen, the worlds of 
many brokers will shrink. In 
particular, those working at 
the n!na stock exchanges out- 
side Milan will find it hard to 
survive. With the Milan mar- 
ket accounting for about 90 per 
cent of Italy’s total trading, 
even exchanges In big cities 
like Rome, Turin and Genoa 
are of minor importance. 

The threat to the brokers 
does not only come from Sims. 
“We are preparing to change 
from a call auction system to a 
national network of continuous 
trading. All stock exchanges 
will be nnrfipd in a am gte cir- 
cuit, passing from 10 physical 
locations to a single node for 


the whole country,” says Mr 
Attillo Ventura, chairman of 
the Milan stock exchange. 

After several years of discus- 
sum, an electronic market is 
now close to reality - “all the 
technical problems of software, 
hardware and training have 
been resolved. Continuous 
trading win start next May,” 
ho soys. 

Initially, only a few highly 
liquid and heavily-traded 
shares will be carried on the 
computerised system. A fur- 
ther year will then be needed, 
though probably one third of 
the securities currently traded 
will not find their way onto the 
new system. 

The changes under way 
promise investors on Italian 
stock markets a cleaner, 
clearer dp«i in terms of pricing 
and settlement. But without 
action on insider trading and 
takeovers, outsiders and 
minority shareholders will stDl 
suffer cavalier treatment 

Mr Rossi believes that legis- 
lation banning Insider trading 
should be enacted soon after 
the Sima Rill 

Many Italians are, however, 
sceptical about enforcement 
partly because of experience 
elsewhere and partly because 
their local knowledge suggests 
that regulation will be even 
less effective in Italy. “Milan’s 
stock market without insider 
trading would be like a night- 
club without girts, " comments 
an observer. 

There are also doubts about 
regulating take-overs and pro- 
tecting minority shareholders. 
“It is a delicate issue creating 
considerable perplexity,” com- 
ments Mr Rossi, who is unwill- 
ing to guess when or in what 
form the legislation will leave 
parUament. Yet many bankers 
believe that complete reform, 
including the introduction of 
futures and options, is needed 
to close the gap between the 
Italian stock mar ket and other 
European counterparts. 

The optimists hope that the 
proposed changes will stimu- 
late trading. At the end of Sep- 
tember, the Milan market was 
capitalised at just L195.T00 bn, 
with only 22S companies listed. 
Greater transparency and 
higher efficiency may encour- 
age others to float 

For the pessimists, the ever- 
present threat of business drift- 
ing abroad lurks in the back- 
ground. 1 
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The Milan Bourse: new regulations for foe stock market could be In place by foe end of foe year. 

Two leading academics discuss why Italy’s securities markets 

are so under-developed 

Reforms are overdue 


IN REGENT years, the most 
successful instrument of eco- 
nomic legislation of the Euro- 
pean Commission hag been the 
promotion of competition 
among national regulations. 

By forcing the different 
countries to lower their barri- 
ers to foreign entry and by 
adopting the principle of man- 
datory mutual recognition of 
regulatory standards, all com- 
panies are authorised to oper- 
ate abroad on the ha.<ri« of their 
home country rules. It is now 
In their interest to promote 
deregulation at home. 

However, in our view compe- 
tition among European finan- 
cial markets will not trigger a 
de regulatory free-for-alL The 
mam impact of the new EG 
directives will be the dismanti- 
ing of entry barriers, and thus 
the reduction of rents enjoyed 
by the more Inefficient and 
protected financial institu- 
tions. 

In addition, the EC legisla- 
tion has applied the principle 
of subsidiarity (delegation of 
Legislative prerogatives to the 
national level) for financial 
regulation of markets, implic- 
itly encouraging competition 
among legal-regulatory codes 
to provide a sound and reliable 
financial environment. 

Economically united, but 
sovereign, European nations 
are now drawn into competi- 
tion in regulatory quality. 

The Germans have coined a 
word for it Binaruptatafderde- 
nmgsgesetz, (loosely, the neces- 
sary legislation to promote the 
domestic capital market). 

Many other European 
nations have understood the 
importance of retaining a 
strong domestic financial sec- 
tor. 

Unfortunately, the attitude 
of the Italian government 
betrays a great uneasiness 
about the new climate; the 
impression is that change is 
being resisted, or conceded 
only when events mate it inev- 
itable and overdue. 

This approach, we argue, 
will lead Italy to suffer rather 
than benefit from the Europe 
1992 programme. In particular, 
we may soon observe the near- 
disappearance of our domestic 
capital markets. 

We believe that in Italy, 
legal rules have deliberately 
been left vague, incomplete 
and, even, un-enforced. 

We argue that the current 
regulatory structure exists in 
order to perpetuate the ubiqui- 
tous involvement of political 
factions in the g o vernment of 
the economy. 

In a fuzzy legal climate, 
man; economic transactions 
most be negotiated or medi- 
ated by political intervention. 
In particular, financial regula- 
tion hag histor ically taken the 
form of strict controls on what 
activities are to be allowed in 
the financial sector. 

Although this policy pro- 
moted stability, it also sup- 
pressed competition, limited or 
rationed entry of new institu- 
tions or expansion of efficient 
ones, and discouraged innova- 
tion. 

It also allowed governments 
to maintain an active role in 
allocating funds, both directly 
through its large transfers to 
industry, fiscal favour to cer- 
tain sectors, and an extensive 
structure erf state-owned firms, 
as well as in dir e ctly through 
de jure and de facto political 
control of most of the banking 


A major consequence of this 
ambiguous legal framework in 
Italy is the stifling of the devel- 
opment of domestic security 
markets. 

Financial securities are by 
their nature particularly sensi- 
tive to the legal framework in 
which they are traded: their 
value depends crucially on the 
enforcement erf the associated 
rights stipulated by economic 
legislation on their issuance, 
circulation and participation in 
income and control 

Lack of adequate protection 
for small investors, particu- 
larly In the matter of fiduciary 
responsibility and accountabil- 
ity of corporate directors, is 
reflected in an unequal distri- 
bution of gains between small 
and large shareholders. Poor 


By Franco Modigliani, Professor 
Emeritus, MIT, and Enrico Perotti, 
Asssistant Professor of Finance, 
Boston University. 


enforcement of investors’ 
rights falls to constrain the 
actions of controlling share- 
holders. 

As a result, the claims of 
minority investors can be 
rHTnted at will by transfers of 
assets at arbitrary prices 
among firms, trading erf con- 
trolling blocks of shares out- 
side the Stock Tftrchawge, and 
no obligation to offer equal 
remuneration to all shareho ld- 
ers. 

The sharp discount the mar- 
ket requires on non-voting 
shares relative to ordinary 
shares, as well as on small 


mation and visibility among 
investors. — 

This is a particularly serious 
disadvantage for the growth of 
small entrepreneurial firms. 
Their **pawginn is limited to 
seif-generated fluids, which in 
general will not correspond to 
the opportunities available. 
The only alternativ e is expen- 
sive bank intermediation. 

The disadvantages of bank 
credit lies especially in its Inca- 
pacity to support rapid expan- 
sion based on future prospects, 
as opposed to current net 
worth. It is particularly inap- 
propriate in emerging indus- 



Pro*. Franco ModlgBanl: "competMon among European 
financial markets wiu not trigger a daregoMory f re e fo r an ." 


amounts of ordinary shares 
compared to controlling blocks. 
Is dear evidence of the phe- 
nomenon. 

More generally, this moral 
hazard cost is reflected in the 
very weak demand for equity 
securities by individual inves- 
tors, who quite rationally come 
to distrust the stock market 
The result is a depressed 
demand for security invest- 
ment, which ultimately is 
reflected .in thin trading pnri 
scarce liquidity. 

Scarce liquidity, aggravated 
by imsuppressed insider trad- 
ing, also raises required yields, 
depressing prices. 

Similarly, private debt secu- 
rity markets, which are in 
principle more protected, have 
been legislated out of existence 
in Italy by a severe fiscal disad- 
vantage vis & vis bonds Issued 
by the government and pubttc 
sector borrowers. 

In this ineffective legal 
framework, markets cannot 
prosper and large organisa- 
tions (such as banks, which the 
political han htetacripally 

favoured) tend to prevail over 
markets as a source of finano- 
ing. 

Agents in the private sector 
need to establish long-term 

plsx crck^^holdings taMensure 
compliance. 

Indeed, a private capital 
market has emerged in Italy, 
where funds, firms and assets 
are exchanged within and 
among (he large groups. 

It is quite important to 
understand that this state of 
affair e ultimately damag es all 
firms. Although they may wish 
to Issue securities to finance 
investment, they are unable' 
under the current legislation, 
to promise appropriate remu- 
neration to minority interests. 

The result is depressed 
prices and a general discour- 
agement of (domestic) security 
financing.. 

Obviously, large and well 
known flnm can tap the inter- 
national ca pital ma rfcwta. 

On the other hand, small 
and nwlhim dwri firms fa**** a 

compounded problem in 
accessing foe domestic market 
in addition to the lack of rules, 
they suffer from limited infor- 


tries, where risk capital is 
essential to redistribute the 
considerable risk of new ven- 
tures. 

The consequences of Euro- 
pean i nte gration for the Italian 
financial system are already 
visible in the recent departure 
of investors, traders ana com- 
mercial financing from the 
domestic market 

It is already becoming possi- 
ble for foreign financial firms 
to arbitrage between the 
demand by Italian companies . 
for risk capital and the impos- 
sibility to rely on the Italian 
legal structure to collect 
savings for that purpose. 

Foreign firms hive estab- . 
Tfohpd closed-end abroad, 
subject to foreign law. but 
aimed at connecting Italian 
investors and Italian small 
companies. 

Accepting this trend implies 
a loss of value- added of those 
financial services . . 

Even more seriously, it. 


manna accepting the complete 
demise of our domestic capital 
market 

It may be true once again 
that the EC will help to save 
Italians from themselves by 
forcing reform on an 
- entrenched political Class. But. 
*Mff ratj pt wna tite Hetei- mtngtinn 
to take overdue legislative Ini- 
tiatives. 

The aim should be the aboli- 
tion of the feeble and suspect 
' judgment of politicians over 
the merit of investments; mar- 
. kets should be allowed to sort 
out the firms worthy of fund- 
ing. 

This implies a sharp contain- 
ment in the socalled btervento 
stroardznaria (subsidised indus- 
trial policy). 

instead, government policy 
ought to promote the devetop- 
' ment of the economic infra- 
structure, defined as public 
investment which improves 
the economic environment as a 
whole. 

Structural investment is par- 
ticulariy urgent in legal regula- 
tion and enforcement, particu- 
. laxly . as regards the 
-organisation of markets and 
competition. 

Minority investors’ rights 
must be ftfa rifted jinri enforced. 
■-And tiie judicial system must 
be improved, with the indepen- 
dence of the judiciary, histori- 
, cally weak and severely dented 
in recent events firmly reas- 
serted. 

Moreover, there should be 
enforced disclosure for . elected 
officials and political organisa- 
tions. 

Among specific initiatives 
for the security markets, a 
stronger and more qualified 
regulator is foremost, under . 
central bank auspices. 

Recent steps to outline man- 
datory takeover rules, forcing 
the buyer to offer the same 
price to all shareholders, is cer- 
tainly a positive, if overdue. 
Initiative. 

The legislation on- Sims 
.(Societa di- Intermediazione 
Mbtdhare) promises to uproot 
restrictive practices in market 
making aim i mprove liquidity 
to the equity market 

Finally, the privatisation of 
the banking sector, now con- 
ceivable, thanks to the Amato 
law, should proceed with more 
vigour. 

Early initiatives do not bode 
wefi. The proposed creation of 
two forge banks to Rome and 
Milan Indic at es how issues of 
political control still dominate 
over coosiderationsof competi- 
tiveness and efficiency. 

The merger of institutions 
with largely overlapping geo- 
graphical and product speci- 
alisations simply illustrates 
the old logic of reducing com- 
petitive behaviour in order to 
protect established inter est s . 

For more competition among 
domestic institutions, rather 
than such anti-competitive 
solntions to protect thefr inade- 
quacies, are necessary to 
regain Lost ground. 
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Today, since ihe financial market has the world as 
its playing field, it's important to know how to play 
the name and to have available the most appro- 
priate instruments. \nd to have the hacking of a 
partner capable ol‘ offering in-depth professional 
experience. In the Cilv. for example. IK I has been 
present since 1<M 1. lids long tradition has pm its 
in a privileged position compared to other foreign 
banks, enabling us to develop extensive experi- 
ence in this prestigious financial centre. We have 
specialized capabilities in the major markets in- 
cludin” that ol -xndicaied loans, eurobond ollei- 
i M1 r S . | mde and actpiisition finance, corporate fi- 
nance. currency and interest rate swap.-. currency 
options n nd other innovative products. In the 
placing field of the lira we are. without tpieslion. 
the Humber one. If von want to be a lender in your 
game, ask BCI. We'can offer you the winning mix 
of intioviitivc solutions and individual creativity. 
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Investment banking is becoming increasingly important with the a rrival of new domestic and joreign 

Bank guards its I:» : : JHHI I Off to 

independence 


IF it were in tbe UK, it would 
be a partnership. In France, it 
would be a "banque d'affaires". 
But in Italy, Akros, the invest- 
ment bank created in February 
1987 by Mr Gianmario Rover- 
aro, is something of an excep- 
tion. 

A soft-spoken banker who 
previously ran IMTs Sige mer- 
chant banking subsidiary for 
12 years. Mr Roveraro, 54, 
explains the thinking which 
prompted him to start up the 
new entreprise. 

“If a banque d'affaires is not 
independent in terms of its 
shareholding structure, it can’t 
remain independent in its busi- 
ness", be says. So, unlike many 
of the new merchant banks 
which sprang up after the 
B an k of Italy liberalised the 
market in the mid-1980s, Akros 
is neither financially linked, 
nor even closely identified, 
with any one master, public or 
private. 

The intention was that no 
single shareholder should have 
more than io per cent of its 
equity, which was originally to 
be LlOObn. However, Mr Rover- 
aro's reputation, based partly 
on his own, unusually low pro- 
file style, triggered much more 
interest than expected, and the 
blueprint for 10 shareholders 
with 10 per cent each had to be 
revised. 

“We had more interest than 
we expected. But although we 
d ec id e d to close with a higher 
figure than planned, we didn't 
want to exceed L250bn,” he 
says. 

As a result, the company, 
which now employs about 140 
people, has three types of 
shareholder. They start with 
eight groups which hold LlObn 
stakes each, and range down to 
others with just 0.5 per cent of 
its equity. 

Among them are not only 
some of Italy's biggest private 
and public-sector entreprises, 
including HU, Fiat. Ferruzzi 
and the De Benedetti group, 
but a string of smaller names. 

While the interest in taking 
stakes was a comforting vote 
of confidence, the need to pro- 
vide a return on Akros's 
higher-than-expected capitalis- 
ation has placed an addi ti o n a l 
burden on its profitability. 

So for, the company has pro- 
duced good, if not stunning, 
results, with net earnings ris- 
ing by 31 per cent to Ll7.4bn in 


1989. But servicing Its L250bn 
capital base at a rime of bull 
rather than bear markets will 
be one Mr Roveraro' s biggest 
challenges in the future. 

Guarding its independence 
will be another. Despite keen 
interest from banks, tbe temp- 
tation to include more than 
three finan cial institutions as 
shareholders was resisted. Too 
many banks could have pres- 
ented regulatory problems 
with the Bank of Italy. More- 
over, Akros wanted to restrict 
the list of banks to those which 
could also provide worthwhile 
business links. 

Getting some of the big 
industrial groups to accept a 
ceiling on their stakes also 
required the keenest diplo- 
macy. 

“We didn't want any share- 
holder to think it had some 
sort of priority on account of a 
bigger stake”, Mr Roveraro 
says. 

With much of 1988 devoted 
to getting the business run- 
ning, it was only In 1989 that 
Akros started operating at full 
tilt. 

The business now encom- 
passes a range of activities 
Including broking, treasury 
services, fund management, 
property, venture capital and, 
latterly, even insurance, all 
conducted through a complex 
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network of subsidiaries. Tbe 
group is already active in the 
equity, and especially, fixed-in- 
come, markets, with foreign 
institutions the most promi- 
nent clients. 

Although Its capitalisation 
and trading volumes would 
allow it to participate in Italy’s 
select band of primary Govern- 
ment bond dealers, it has not 
so far attempted to join. 

“When primary dealers have 
enough advantages over others 
in tbe market, it’s something 
we would not exclude”, says 
the scholarly and ever-cautious 
Mr Roveraro. 

Meanwhile, currency and 
interest rate swaps, running at 
L4,700bn and LL900bn respec- 
tively in 1989, have provided 
ample treasury business. This 
year, he hopes they will reach 





Gianmario Roveraro: Innovator with low-proMe style 


L5,500n and L2,800bn respec- 
tively. 

However, it is Akros's ven- 
ture capital and merchant 
hanlring activities which have 
captured most attention this 
year. In July, it announced a 
complex transaction to restruc- 
ture Parmalat, the leading Ital- 
ian dairy products group, leav- 
ing it with a 5 per cent stake. 
Akros already has minority 
holdings in Gruppo Acqua, 
Sambonet and Vallardi Editor!, 
companies operating in the 
environmental protection, cut- 
lery and publishing respec- 
tively. Many more transactions 
are said to be on the way, with 
a least two letters of intent in 
the bag. 

Quitting an established and 
respected house like Sige to set 
up a new business was no easy 
decision. Rather than stem- 
ming from a major boardroom 
clash or conflict of interests, it 
derived from his belief that 
any subsidiary of a major 
group needs a clear idea of its 
parent’s strategy before going 
into business. 

While foil of praise for IML 
Mr Roveraro suggests that 
such wishes were not always 
fulfilled in his case. As a 
result, his own ability to give 
dear direction to others was 
sometimes compromised. 

“I decided to leave IMI with- 


out having a dear idea where 
to go”, he says. WMbe joining a 
big banking group could have 
been one option, the same 
desire for a dearcut strategy - 
and especially for participation 
at the highest level of decision 
making - persuaded him to 
start from scratch. “If this 
were an Anglo-Saxon country 
or Germany, where tbe law 
allows it, Akros would be a 
partnership”, he says. “For ffa 
the partnership concept which 
underlines our thinking." 

That allows both indepen- 
dence and direct financial 
involvement for top executives. 
However, Mr Roveraro denies 
that money was his key 
motive. As matters stand, 
Akros runs a five-year stock 
options scheme. 

“I'm a shareholder, along 
with the three others Cram Sige 
who set up the company with 
me”, he says. Much more 
important was the desire to 
provide independent and high 
quality advice. .Thus the new 
venture’s name had to reflect 
that aim for excellence. “We 
had already decided not to use 
personal names. So we wanted 
something short, easily pron- 
ouncable, and that would nev- 
ertheless conjure up a certain 
mystery.” Akros. stemming 
from the Greek word acropolis 
- a fortified citadel - is it 


OF all tbe foreign investment 
hunks which have recently 
come to Mflan, few can clai m 
to have got off the ground 
quite as fast as Schroders, the 
UK merchant bank best known 
for its mergers and acquisi- 
tions (M&A) business. 

Run by Mr PanfUo Taran- 
+pTH , the new Milan subsidiary 
has admittedly had a head 
start Schroders itself al ready 
enjoyed a good reputation in 
Italy, especially in financial 
services d eals. The bank had 
also made a name through 
Schroder Associate the ven- 
ture capital operation run by 
Mr Paolo Collona and Mr 
Mario Carlo Farrario. 

Its LlOObn Italian Venture 
Fund has already notched up a 
number of transactions, nota- 
bly at Cantieri Riva, the luxury 
powerboat manufacturer, in 
wiriich it sold a majority stake 
to Vickers of the UK earlier 
this year. 

For the time being, tbe cor- 
porate finance and venture 
capital arms are cohabiting 
pwruUng Mr Tarentelli’s move 
to premises larg e eno ugh to 
accommodate his growing cor- 
porate finance team . It now 
compromises three profession- 
ala in Milan and , along with a 
Hfce-nnmber of three colleagues 
who regularly visit from Lon- 
don. 

Originally at Warburg , 
where be worked on southern 
European «*ptt«l markets busi- 
ness, Mr Tarantelli moved to 
Schroders in 1986 to help estab- 
lish its European corporate 
finanna group, which now has 
28 professionals. 

The first offices had been 
opened in Madrid and Milan as 
part of a strategy of “attacking 
Europe from the south" and 
because it was easier to get 
involved in big-ticket M&A 
badness in Italy and Spain. 

As an Italian, his native mar- 
ket he finds his native market 
particularly attractive. In one 
of its first deals the bank 
advised Mr Jody Vender on the 
sale of a stake in Sopaf, his 
family banking operation, to 
K idder Peabody of the US. 

Although relatively small, 
the transaction provided a 
valuable boost tn terms of con- 
tacts and credibility, according 
to Mr Tarantelli - “by using 
Schroders, Sopaf drew atten- 
tion to the feet that we had 
something to add.” 

But it was Schroders* role in 
last year’s sale of a key stake 
in Credito Bergamasco, the 
hi ghly-profi table Bergamo- 
based bank, to Credit Lyonnais 
which really brought it into 
the Htfl eii g ht- There was some 


players, reports H aia Simonian 

a flying start 


mmai surprise at ft UK mer- 
chant bank becoming Involved 
In a $400m investment by a 
huge French State-owned bank 
In a north Italian regional 
institution. 

Schroders’ participation was 
a spinoff of its original Italian 
strategy of developing a pres- 
ence in the equities market. 
However, that gradually gave 
way to a greater stress on cor- 
porate finance, and especially 
M&A business, in sectors of 
tbe market which local institu- 
tions had tended to overlook, 
Mr Tarentelh says. 

Hanirfng and Insurance were 
uppermost, he says. The equity 
entree provided the key to vari- 
ous M&A situations, including 
“Credito Bergamasco was one 
of them.” 

“What we did at the time 
was really study the banking 
sector from the outride.” Hav- 
ing calculated that Credito Ber- 
gamasco’s true worth was at 
least twice its market capitalis- 
ation, Schroders even toyed 
with the idea of bidding itself 
as a principal before finding a 
willing buyer in Credit Lyon- 
nais. 

Because of tbe bank’s com- 
plex s tr ucture, the Bergamasco 
deal involved tricky negotia- 
tions. An gristing sharehold- 


PROFILE: 

SCHRODERS 


ers' pact had prompted the 
market to believe the bank was 
hnmimp from takeover and to 
price it accordingly. 

Schroders* big banking 
transaction of 1988 was to 
advise Cassa di Risparmio di 
Roma, Italy's second biggest 
savings h ank, on the purchase 
of a majority stake in Banco di 
Santo Spirito. 

This too required lengthy 
number-crunching, although 
this time it had to deal with a 
very different ownership struc- 
ture. While the Rome Cassa is 
a publicly-owned savings bank, 
Santo Spirito was majority- 
owned by HU. Italy’s big State- 
owned holding company. “The 
reason we got involved was 
that we had a good relation- 
ship with IRT, Mr Tarentelh 
says. “They were in the pro- 
cess of doing a deal with the 
Cassa, end we came, in as 
advisers.” That opening helped 
the Hank win further business 




PanfUo TmriiB “ a tt ack ing Europe from tho south.” 

in Rome most recently in going on. We are in contact 
advising the Rome Cassa on with a nnnfoerof tanks which 
buying the shares in Santo might take advantage of the 
Spirito it did not already own. Amato law , he hints. How- 
Mr Tarantelli refuses to com- ever, the team Is also loosing 
ment on whether Schroders at certain other industries, 
also had a hand in tbe latest notably chemicals, food and 

project to create a “super-re- transportation. . . 

ekmri” bank in central Italy by Schroders has already played 

meriting the amalgamated a part on the chemicals front 
fowl* Cassa and Santo Spirito through Wartheim Schroder, 
with Banco di Roma, one of the US investment bapkin 
Italy’s three. State-owned which it has a 50 per cent 
“banks of national interest" interest. 

But he readily talks about The New York house has 
Schroders’ role tn completing worked closely irith Mcmtedi- 
the Cassa-Santo Spirito deaL In son on its big US purc hases , 
a step unprecedented in Italian and has also been helping the 
corporate finance, the Rome Ferruzzi group, Montedison s 
Tribunal, which supervisesthe parent, in this autumn s 
legal ride of local acquisitions, merger between Montedison 
hasaDnointed Mr Tarantelli to and Ferruzzi Agricola Finan- 
act as one off the three perttt zlaria, the company which 
(experts assessors) who act as holds Ferruzzi s agro-industrial 
specialist advisers on the valu- interests, 
ation process. However, it h as be en Eni- 

Mr Tarantem sees his per- mcmt, the public-private ctaam- 
sonal involvement as a break- cals foint venture to which 
through, fnMrating a growing Montedison and Em, toe gate- 
awareness by the Italian legal owned energy and chemicals 
arrthnritteB of the need to take concern, are the mam sbare- 
market values, and not just holders, which has probably 
book vulnes or factors like kept it most active of late. The 
assets or deposits, lido account bank’s precise role m the conl- 
in sanctioning a takeover, plex battle between the two 
Despite the general increase to erstwhile partners in Enimont 
Italian m&A business, Mr Tar- remains a matter for conjec : 
anteUi tHfalm Schroders will . tore. But, as to the Banco di 
probably «m«nnc to concern Roma deal, there may be more 
trate on tbe enanrfal services to its presence than meets the 
sector. “There's a- heck -of slot eye. 


Close to you in Italy and throughout the worid. 
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WHEN A STAKE IN TELEMONTECARLO CAME ON THE AIR 
WE GAVE IT PRIME TIME ON THE NETWORK. 


If you get in touch with Banco 
di Napoli, you will find out 
that ir is not only a great bank, 
but above all a large service 
network with more than 500 
branches in Italy and in the 
world; also our extended ter- 
minals form a key part of the 


speed and efficiency in deal- 
ing with thousands of trans- 
actions, from wherever you 
are. In addition. Banco di 
Napoli has a sound structure 
with companies operating in 
every financial and service 
sector, a well-established in- 


stitution granting medium 
and long-term loans in sup- 
port of agriculture, industry, 
exports, building and public 
works. Since 1539 we have 
had a single aim: being al- 
ways close to you, in Italy 
and throughout the world. 



BANCO di NAPOLI 


MRES FRANKFURT HONG KONG LONDON NEW YORK PARIS 
ES«SbOUrI SOFIA BRUXELLES LOS ANGELES MOSCOW ZURICH 


STOCKHOLM 


When the Brazilian media conglomerate 
Globo decided to look for a European partner 
for its Monaco based Telemontecarlo - the 
Italian television station - we determined the 
controlled auction as the optimum method of 
sale. 

Through our European network, potential 
partners were sought in the Netherlands, . 
Belgium, France, Germany, Italy and the UK. . 
Our objective was to dispose of a minority 
stake whilst at the same time looking for a 
natural strategic fit on both sides. 

Timing was critical. The advent of the World 
Cup showed the potential of the station, but we. 
had to be sensitive to the new laws being 
passed by the Italian Government regarding 


media ownership.- This is where our Italian 
country specialists came into their own. 

. - Last month the deal was concluded with 
Ferruzzi - already Involved in the newspaper 
industry - and Telemontecarlo can look forward 
to a bright future. 

- -This is just one recent example of how we 
are helping companies grow in Europe. Tn fact 
we've been involved in more European cross 
border transactions so far this year than any 
other bank. . = 

The reason for our -success is simple. The 
combination .of- local experts with a far 
reaching office network. 

If you fhirik we -can' help you, contact John 
Cutfcs on O71-26O 9OO0. . * 


SAMUEL MONTAGU & CO. LIMITED 

• LOCAL EXPERTISE. INTERNATIONAL NETWORK. . 

10 LOWER THAMES STREET,: LOHOOH EC3S «AE 
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Supervisory responsibilities have grown as barriers have come down and opportunities increased. 

Haig Simonian looks at the Bank of Italy’s changing role 

Green light for growth 
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CREDIT AND FINANCIAL SECTOR SUI^VISION^ ^DI^SK^y ^gj:^ 


Supervision of financial 
rntermecfiaries 

{(including Slms/kivastment funds/[ 
non-bar* financial operations) 



±ji si • ~ 


Supervision of 
credit institutions 
(responsible for policing capital/ 
accounting/authorisations/ 
general analysis) 





Banking norms and 
general supervisory 
affairs 

(responsible for domestic and 
international banking standards/ 
anti-trust rules/re tattoos with 
foreign supervfsors/reeearch 
and analysis) 


Supervisory 
inspectorate 

(day-to-day bank supervision) 












A closer watch over the banks 


LAST month, the Bank of Italy 
announced a major restructur- 
ing of its supervisory division 
to prepare It for a number of 
new tasks ahead and attune it 
to various shifts of emphasis in 
its continuing day-today role 
of supervision. 

-vT Although the changes will 
not take full effect unto the 
beginning of February, they 
axe already making themselves 
felt among the central bank's 
supervisory staff as responsi- 
bilities are re-allocated and 
new activities defined. 

Taking a greater interest in 
the stock exchange Is the first 
of the new functions being 
assumed. Under a long-drawn 
out compromise finally agreed 
earlier this year, the Bank of 
Italy will share supervision of 
the Sodeta di Intermediazione 
Mobiliare (Sim) - the coun- 
try's new breed of broker, fund 
manager and corporate finance 
house - with Cansob, Italy's 
stock market watchdog. 

The precise workings of the 
arrangement have still to be 
put to the test However, under 
the agreement drawn up. the 
central bank will be responsi- 
ble for supervising the new 

,» institutions, in which banks 
• ate expected to play the major 
part &om the prudential point 
of view. 

Meanwhile, Consob will have 
the job of regulating the Sims 
from transparency and inves- 
tor protection angles. 

The arrangement followed a 
tough behind-the-scenes battle 
between the two regulatory 
bodies - each of which argued 
it should have full responsibil- 
ity for overseeing the Sims - 
while the Sims law was being 
drawn up. However, such dual 


supervision already exists in 
the case of Italy’s unit trusts, 
where both the central bank 
and Consob are involved. 

Nevertheless, senior officials 
a limit that the sima will throw 
up sizeable new challenges 
until practical, rather than 
legal, supervisory demarcation 
lines are drawn up. “It will cre- 
ate serious problems*', says one 

n ffirial 

Kerning tabs on the activi- 
ties of a host of flnanrial ser- 
vices operations in non-hank 
areas such as 1 pacing ami fac- 


as a pr e p a r ato r y measure. 

Italy’s new antitrust law 
passed earlier this year has 
also spurred a host of changes, 
arifiin cr to the responsibilities 
ffecedoy the central bank in its 
day-to-day supervision of 

Italy’s fmnnrial rnatrtnt jr fli fl. 

For the first time, the coun- 
try now has tight rules defin- 
ing ownership aid controlling 
competition. “In reality, we 
have new functions under this 
law”, says Mr Giovanni Caro- 
sio of toe Bank of Italy's super- 
visory division. Under the new 


wider interpretation of a credit 
institution’s financial fitness. 

Although the new system 
mwana that most of the estab- 
lished regulatory tools and pro- 
cedures will continue to be 
used, the change conies in the 
way the information they 
reveal is treated. The aim is to 
a broader impression of 
le current health and stand- 
ing of Italy's financial institu- 
tions, explains Mr Caroeio. 

Rather than splitting up dif- 
ferent regulatory responsibili- 
ties into independent depart- 


For the first time, the country now has tight rules defining ownership 
and controlling competition. The new regulations will also involve 
the Bank of Italy even more closely in the question of bank takeovers 


toring is the second of the 
planned new activities hphinrf 
the Bank of Italy's supervisory 
restructuring. 

At present, a leasing or fac- 
toring company owned by a 
bank is regulated as part of the 
central bank’s normal coverage 
of the parent institution. 

But such supervision does 
not embrace the many non- 
bank financial operations 
which have been sprung up in 
recent years from companies 
outside the banking sector, and 
which currently escape super- 
vision. by any body. 

A law subjecting non-bank 
subsidiaries to mandatory 
supervision by the central 

humic hail still tO be wnarbiil , 

although the necessary legisla- 
tive changes are widely expec- 
ted in parliament. 

Meanwhile, the central bank 
has taken the plunge and rejig- 
ged its own regulatory division 


arrangements, the central 
bank will not only have to con- 
sider whether toe owners of a 
bank are “fit and proper” per- 
sons , as it already does. It will 
also have to consider the anti- 
trust aspects of their owner- 
ship. 

The new rules will also 
involve the Bank of Italy even 
more closely in the question of 
bank takeovers .with judg- 
ments now having to he based 
both only on prudential consid- 
erations and on monopoly own- 
ership grounds. 

More general changes are 
also being made in the work- 
ings of the central bank’s 
mainstream supervisory activi- 
ties to reflect the move in 
emphasis away from the con- 
trol of specific areas of a 
bank's activities ~ such as 
permission to open new 
brandies - to a broader type 
of supervision based on a 


ments. the Bank of Italy’s 
supervisors will now try to 
pool their information more 
effectively to form a wider 
Impression of a bank's finan- 
cial position against which 
future supervisory judgments 
can be made, he explains. 

While many activities will 
now be combined, setting and 
policing banking standards, 
formerly carried out within the 
same group, will now be 
divided into two distinct func- 
tions. 

To ease the burden of all 
these changes on the Bank of 
Italy's headquarters staff and 
allow them more tone to con- 
centrate on the country’s big- 
gest banks, there will also be a 
shift in the relationship 
between its supervisory staff in 
Rome ?nri their colleagues at 
the bank's 95 brandies around 
toe country. 

Not all the branches are big 


enough to include supervisors 
of their own, but under the 
new arrangement, responsibil- 
ity for supervising around 800 
of Italy’s 1,100 banks will 
largely rest with staff in the 
main branches in the field, 
rather than headquarters. 

Only in a crisis would 
responsibility shift back to toe 
team in Rome. Otherwise, toe 
headquarters personnel will 
concentrate on the country’s 
300-odd biggest banks. More- 
over, an intake of new staff 
will mean that the ratio of 
banks covered per analyst will 
be altered to enable the team, 
currently around 50, to concen- 
trate on a smaller number of 

hanka Asnh 

Apart from new domestic 
laws, toe future also holds the 
prospect of much greater inter 
national co-operation between 
central bank supervisors. Fore- 
most among to* developments 
is that of “home country con- 
trol”, which will define pri- 
mary responsibility for regula- 
ting a bank’s operat io n s 

While the Bank of Italy’s 
reorganisation is already tak- 
ing into account toe new chal- 
lenges, last year’s discovery of 
almost $3bn in unauthorised 
letters of credit at toe Altanta 

branch Of Ranm Mariiwiata del 

Lavoro revealed just how eas- 
ily some problems can be over- 
looked. 

The Bank of Italy’s staff 
admit that there will be “sub- 
stantial technical obstacles to 
overcome” under toe concept 
of home country control. But 
they hope that nr ganisatinnal 
changes of the type currently 
being put through will minim- 
ise such hazards in toe years 
ahead. 


WITH the forthcoming 
rationalisation of banks and 
toe opening of new branches, 
the old adage that Italy is 
“overbanked and under- 
branched” may soon be out- 
dated. 

The Bank of Italy used to 
operate a rigid system whereby 
applications for new branches 
would be lumped together and 
considered in batches every 
four years. 

Its new rules, which came 
into operation at the end of 
March, simply require a bank 
to fill in a standard form fin 
each new branch it wants to 
open. 

If the applicant hears noth- 
ing to the contrary within 60 
days, it can assume that toe 
central bank has no objection 
to its plan. 

Since liberalising the rules, 
there have been more than 
2,000 applications for new out- 
lets, says Mr Roberto Pepe of 
toe central bank’s supervisory 
division. But while toe number 
has come as a surprise, it has 
amounted to toe avalanche 
expected. 

For, rather than going for 
nationwide coverage overnight, 
the requests so for show that: 

• Ranks are concentrating 
on setting up new branches in 
their existing regions, or neigh- 
bouring areas, rather than 
expanding well away from 

hnmp 

Thus, rationalisation and 
improvement of established 
networks by filling in gaps 
appears to be the priority at 
present. The emphasis on 
wpawtinp in areas of existing 
strength “may also reflect the 
foct that some banks have not 
been that successful when It 


comes to growing away from 
their home bases,” he notes. 

• Applications for new 
branches far away from a 
bank’s established base have 
almost invariably focused on 
Milan and Rome. - 

Smaller provincial banks in 
particular have asked to set up 
shop in Milan in order to be 
nearer toe .bourse and in Rome 
to gain closer contact with the 
political scene - and probably a 

Market psychology 
has played a part 


dash of prestige as well. 

# Foreign-own ed Italian 
banks, such as Deutsche 
Bank’s Banca d’America e d It- 
alia subsidiary, and Credito 
Bergaznasco, in which Credit 
Lyonnais has a big stake, have 
also sought new branches. 

However, foreign banks have 
been generally absent 

Despite the fact that 1992 Is 
just around the comer, the 
trend among the foreigners 
still appears to be one or con- 
traction rather than growth. 

So for, the Bank of Italy has 
not turned down any applica- 
tions from toe country’s big- 
gest commercial and savings 
banks. 

The refection rate has been 
much higher among smaller 
Institutions, however. Figures 
for the three months to end- 
June show refusals rising in 
almost inverse proportion to 
the size of bank concerned. 

The Bank of Italy’s predomi- 
nant consideration has been to 
avoid an "overshooting” of the 
type that took place in Spain 
following the relaxation of 


branching rules there «u 
1980s. Rather than opening 
flood gates, the authors.:*** 
have been concerned to mrur:- 
tain an orderly pace of r.tv. 
openings in order to avoid ;fc r - 
dan ge r of heavy rationahsetvur. 
thereafter. 

According to Mr Giovanu: 
Carosio of the supervisory divi- 
sion, the central bank use; 
number of criteria in consider- 
ing requests for new brandies. 
Quality of management 
remains as important today a.- 

"If a bank is badly run. ki- 
ting it grow will only increxi :■ 
the problems”, he explains. 

Another , criterion in judging 
applications has been whuth-:; 
toe banks involved can sustei:' 
the growth they plan. 

The latest applications sli ■/•••. 
that some small Local banks 
have clearly been suffering 
rip|n<rions of grandeur request 
ing new outlets clearly out o: 
proportion to their existing 
size. 

So far, the Bank of Italy s 
supervisors have been pleased 
that banks have generally he’d 
bank from inundating them 
with applications. 

The restraint is partly due m 
the central bank's request that 
applicants only seek approvals 
for branches that backs ssri- 
ously intend to open within the 
next 12 months. 

Market psychology has also 
played a part - “now the 
banks know they can apply 
any time they want, they ■i n- 
tended to send in requests in 
small batches, based on uha: 
they think they'll be able t- 
achieve, rather than what they 
think we might allow", no’ss 
Mr Pepe. 


Branching away: applications and authorisations 
for new outlets* 

Sfae ot appBcaie. 
aa dadoed by tha 

Bank of Raly 

Number of 
brandies 
regwaatod 

Drenches 

requested: 

% OMMal 

1bH« 
raj anions 

Nwtter 

relisted. 

% of total 

Matter 
- -* liftl 
so tar- 

Shatter 

-aa, ... i, a .r 

% of total 

Number siw 
BwaUng 
a dedalon 

ol mai 
aenlilnjj a 
decaure 

MAJOR 

198 

1Z2 ’ 

. 0 

o ... 

95 

14.5 

103 


15.3 

BIG 1 

38 

2.3 

0 

0 

5 

0.8 

33 


5.1 

MEDIUM 

170 

10,4 

io 

3.1 -• 

74 

11.3 . 

88 


13.2 

SMALL 

452 

27.8 

63 . 

19.4 

228 

34.9 

161 


24.6 

MINOR 

339 

20.8 

104 

32.1 

116 

17.8 

19 


183 

RURAL ft OTHERS 

430 

26.4 

147 

46.4 ; 

136 

20.7 

T48 


22.6 

TOTAL 

1.627 

100 

324 

100 

653 

100 

650 


100 

'Figures to June 30, 1900; source: Bank ot Maty. 



Sanpaolo: 
the most European 
Italian bank 



• More than ECU 90^)00 m 
total assets; 




s&raioiD aaMHiP 

lb be a European leader, solid foundations are needed. 
Those of Sanpaolo^ for example. 


London Branch 

9, St. Paul's Churchyard, London EC4M SAB - Tel. 822.78.00 - Telex 8811 148 - 881 1149 
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interest on the increase. But further steps are still necessary to avoid giving up the ground already won, reports Haig Simoman^ 


A NEW expression has caught 
on in the arcane vocabulary of 
Italy's government bond mar - 
keL Taking their cue from t hfo 
years football World Cup, deal- 
ers are starting to wax lyrical 
about “Italia 2000," rather than 
more traditional talk of 
spreads and hedges. 

The expression does not 
refer to a belated, but all out. 
push on the part of the author- 
ities to stage a future round of 
the Olympic games - although 
such Last minute enthusiasm 
would be wholly in character. 

Rather, it focuses on the pos- 
sibility that the Treasury may 
manage to develop its current 
strategy of pushing out maturi- 
ties on fixed rate government 
debt to an unprecedented and 
until recently unconceivable 
10-year span. 

Seven-years Is the current 
maximum for fixed-income Ital- 
ian government paper. That In 
itself is a relative novelty, with 
the first issue being made as 
recently as last May. 

Moreover, the future for 
such deals seemed distinctly 
Wtak at one point this sum- 
mer, when the Gulf crisis over- 
clouded the market and inves- 
tors fled from longer-maturity 
fixed-rate bonds in droves. 

But with confidence now 
restored, and a new seven-year 
issue made at the end of Octo- 
ber - the idea of “Italia 2000" 

- which refers to the expiry 
date or any putative 10-year 
bond this year - is coming 
back into vogue. 

The t hinkin g reflects the 
upbeat tone which has 
returned to the market after its 
severe bout of nerves in 
August. Among other incen- 
tives have been: 

■ The rise in the number of 
banks wanting to join the 
screen-based dub of “primary 
dealers." making markets in 
Italian government securities. 

Iccrea, the central deposit 
institution for Italy’s rural 
savings banks, Banw del Sal- 
ento, a medium-sized bank 
based in the Puglia region of 
southern Italy, and Banca 
America Italia (BAD. the Ital- 
ian subsidiary of Germany’s 
Deutsche Bank, are just three 
of the institutions queuing to 
join the current 20 primary 
dealers in the screen-based 
market. 

Others interested include 
Euomobiliare. the merchant 
bonk which is majority owned 
by Midland Bank of the UK 
Quite what is happening with 
the new applicants is undear, 
with conflicting reports as to 


Thinking the unthinkable 


the speed of their admission. 
However, there is no doabt 
that a number of banka have 
shown that they meet the 
Bank of Italy’s criteria for 
admission, and membership 
can only be a matter of time. 

BATs participation would be 
particularly welcome, as it 
would add a further foreign 
touch to a market which 
remains largely domestic, 
despite the fact that it is the 
world's third-biggest pool of 
government bonds. 

Although very much an Ital- 
ian bank, its German parent- 
age and Deutsche Bank’s exist- 
ing commitment to other 
government bond markets has 
re-inforced the emerging role 
of Italian bonds as a new 
instrument for foreign inves- 
tors. 

The same can be said of Mor- 
gan Stanley, the US invest- 
ment bank, which has just 
been arimiHwd as one of four 
new dealers, taking the total to 
wen over 200. Although it win 
concentrate its Italian trading 
presence in London, its ded- 

Interest rates 


refunds are unheard of. That 
may change given the latest 
signs that the Treasury is con- 
sidering a new regime. 

Concerned about the dangers 
of coupon-washing, the author- 
ities are unwilling to follow the 
example of most other iwnifag 
bond markets and drop with- 
holding tax altogether for eligi- 
ble non-residents. 

However, plans are now 
afoot to introduce a new proce- 
dure which will allow speedy 
repayment of withholding tax 
where due. dealers say. Some 
are still sceptical, but the new 
scheme may even he intro- 
duced as part of the new bud- 
get package for next year. 

■ The primary market itself 
has developed as more issues 
get listed on tire screen-based 
system and the number of 

players 

Not only have traders 
become more active, but vol- 
umes have also been lifted by 
the fact that bonds now move 
straight onto the screen-based 
system. And, as older issues 
expire, tire proportion of tire 
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sion to set up a new Italian 
subsidiary alongside its exist- 
ing Milan representative office 
confirms the gmnf i ng foreign 
interest in tire market. 

■ Slowly - too much so, for 
some - steps are being taken 
to improve liquidity, and par- 
ticularly to remove structural 
barriers to trading. 

None is more important than 
changes to the operation of 
withholding tax, which is cur- 
rently levied at source. 
Although eligible non-residents 
are theoretically entitled to 
reclaim the amounts withheld. 


total market being covered by 
the market makers is rising. 

This year in particular, 
many seasoned issues, often of 
small size, have been replaced 
on maturity by newer and 
much bigger “benchmark-type” 
deals, which lend themselves 
much more easily to trading in 
large volumes. The trend will 
continue into next year as 
“1991 looks very much like 1990 
in this respect,” according to 
one dealer. 

■ All issues are now m«ite 
on a tap basis, meaning that 
they can regularly be re- 


S purred by the surge in trading 
volumes, and growing international 
interest in Italian government bonds, 
dealers are starting to think the 
unthinkable. Could the government* s 
first 10-year fixed rate issue be made 
before the end of this year? 


nremyd to create lust the sort 
of big, liquid pool of bonds that 
large institutional investors 
require. 

“It makes a big change from 
the piddly issues of the past, 
which lost all liquidity within 
days as retail investors 
snapped op the paper and sat 
on it until maturity”, notes one 
trader. 

■ All issues are now made 
through an auction system. 
That has simplified issuing 
procedures and eliminat ed the 
extraordinary situation earlier 
this year, when the market 
regularly bid for many fimaa 
more bonds than were on offer, 
safe in th e knowledge that only 


91 'A times in May. 

■ The primary dealers are 
now looking into the possibil- 
ity of allowing inter-dealer bro- 
kers (IDBs) to be set up. The 
creation of EDBs, commonplace 
in other markets, could provide 
a further boost to liquidity. 

The result of all these 
changes has been to push up 
average daily volumes on the 
screen-based market from 
under Li.ooobn in the early 
months of this year to 
L3,5000bn - and occasional 
peaks of over L4£00bn - now. 

However, it has not been an 
entirely smooth ride. The Gulf 
Crisis in August - coming 
hard cm the beds of growing 
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a fraction of the bids would be 
fulfilled. 

As a result, new issue auc- 
tions now give a much more 
accurate picture of the true 
state erf demand. 

In the auctions at the end of 
October, the latest seven-year 
issue of Buoni del Tesoro 
(BOTs) was almost two times 
oversubscribed, while demand 
for five-year floating rate paper 
was 60-70 per cent above that 
available. Compare that with 
the absurdities of the previous 
system, whereby paper was 
over-subscribed by a record 


doubts about the governments 
abffity to tackle the budget def- 
icit - dealt a heavy blow to 
investor confidence and 
required decisive action by the 
Bank of Italy to stop rates 
going through the roof. 

The central hank swiftly 
responded by pumping in 
liquidity to restore confidence, 
which had been dented by 
growing doubts about the 
international political situation 
in spend and its likely reper- 
cussions for the oil-dependent 
Italian e conomy in particular. 

Starting cm 15 August and 


stretching into early Septem- this year. “Those who have 

ber, the Bank erf Italy hooded been active for some time are 

the money markets - “short- now becoming more so as they 

run interest rates declined gain experience of the market- 

very steeply, creating the Increasingly, Italian bonds are 

inpJntfr gp far hm^fa» ami other not just being seen as another 

participants to support the run of the mill diversion erf 

market over its most critical investment, funds, but as 

phase,” says hanfcyr tnKtnmippto worth trading in 

“Once that sudden moment their own right” 
of tear had gone, trading vol- Despite the more bullish 
times continued cm their previ- mood, there is a consensus 

ous upward path,” he adds. that a number of improve- 

With the tension over, the ments are still required to 

markets ahility to overcome make Italian paper more com- 

the August troubles is widely p etitive with its better-known 

seen as a further proof of its international counterparts, 
growing maturity - “com- Action on withholding tax 
pared with the crisis of 1987, tops the Hst The decision not 
when liquidity dried up for to exempt eligible non-resi- 
months, this time it was just a dents is widely seen as a mis- 
matter of days,” one dealer ■ take. 

remarks. In that respect, an opportn- 

Yet the period has had its znty has been missed,” says 
casualties, particularly among one leading participant, who 
those foreign investors who thinks that the governments 
ware just starting to dip into conc e rn about coupon-washing 
Italian government bonds, is exaggerated. 

“Some of the investors who Introducing a viable re- un- 
moved oat did not come back," bursement system is a poor 
notes one <fen?w specialising in second best. “There are inves- 
fordgn clients. “The result was tors who would immediately 

Exchange rate 

Lire against the US$ (lire per$) 
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1000 ~ 


Carlo Azegtia Ciampl, governor at the Bank of Italy: be took 
swift action In August to res tore confidence. 


that they completely missed 
the rally of October.” 

“There is now reduced 
involvement by foreigners in 
terms of dealing volumes, but 
the numbers of participants is 
still rising,” reckons a col- 


“The decline has come 
mainly from professionals end 
speculators. Genuine investor 
interest is still on. the 
increase.” 

The rise is most evident 
among those foreign investors 
who have been following the 
market from the hagfaning of 


file for repayment,” according 
to nnA trader. Hence mistakes 
or delays In making repay- 
ments would trigger a severe 
loss of confidence in any new 
procedure. 

Futures and options -con- 
tracts on Italian government 
bonds are another important 
requirement — although one 
which still seems some way 
oft 

There were signs earlier tills 
year that ftp T/nwinn interna- 
tional Financial Futures 
Exchange (Iiffe) was looking 
into creating new co n t ra c ts on 


a notional long-term 

bond and on three- month Eure* 

^Sw^such interest may 

tet^of^oriticsaftarthediMP- 

pointmant on withholding tax- 
Moreover, Liffe itself, which , 
would want to be convinced 
that there was adequate liquid- 
ity to warrant any new con- 
tracts, may now be concentrat- 
ing its fire on new Ecu 
products. 

Te chno logical change s may 
also be necessary in the screen- 
based p rimar y dealers system 
in order to incorporate more 
issues and participants. 

Tfeirtwr this year the system 
appeared to have hit a tec hn ol- 
ngfifra! celling with 30 primary 
dealers, as any increase would 
jppsvn leaving less room for list- 
ing more bonds. 

Quite how matters have 
been resoled remain unclear. 
However, the signs are that 
Reuters, which is currently 
responsible for running the 
s ystem, will not have its con- 
tract renewed beyond its 
expiry at the end of next year. 

Dealers say that the business i 
IsHkely to go to Sodeta Inter- 
bancan a Automaxione (SIA). 
the company which already 
runs the countrys money-mar- 
ket dealing network. 

SIA is making a strong, and 
politically suppported, push for 
the contract to run the screen- 
based market It also has the 
advantage of indirect support 
from the Rank of Italy itself, 
which has a small stake in the 
company. Should it win, Reu- 
ters would probably be 
retained to disseminate dealing 
information outside Italy. 

But mere important than all 
these factors in determining 
the future of the markets are 
Kalya economic fundamentals 
and notably sentiment on the 
budget deficit. 

Brining the lira into the nar- 
row fluctuation band of the 
European Monetary System 
and abolishing all remaining 
exchange controls were deci- , 
skras which spurred confidence y 
-in economic policy, boosting 
the bond market in its wake. 

That babble has been som- 
what deflated by subsequent 
political squabbling, the 
ifading hi the value of the lira 
from its peaks eariier this year 
and doubts about the govern- 
ments willingness to get to 
grips with the deficit after aDL 

ft is now-up to the authori- 
ties to ensure that the bubble 
does not burst 


a commitment to 
quality, reliability 
and innovation 


LONG TERM CREDIT, CORPORATE FINANCE, 
INVESTMENT BANKING, ASSET MANAGEMENT, 
LIFE ASSURANCE, COMMERCIAL BANKING. 

IMI's Head Office in Rome: 25, Viale dell # Arte - Tel.: (6) 54.501 



Consolidated Highlights at March 31, 

1990 


S millions 

1 $ = 1.249 ITL 

OUTSTANDING LOANS 

29,675 

ASSETS UNDER MANAGEMENT 

15,015 

SHAREHOLDERS' EQUITY 

3,991 

ALLOWANCES 

783 

NET INCOME 

413 

The contents of this statement, for which the directors of fMI are soiefy responsible, have been approved for the 
purpose of Section 57 of the financial Services Act 1986 by Arthur Andersen & to. as .an authorised person 



Internationally the IMI Group provides financial services through the 
following main foreign subsidiaries: 

IMI Securities Corp (USA) - Tel: (1-212) 7540100 
(member of the New York Stock Exchange) 

IMI Capital Markets (UK) Ltd - Tel: (44-71) 2831751 
(member of the Securities Association) 

IMI Securities Ltd (UK) - Tel: (44-71) 9295202 
(member of the International Stock Exchange) 

JMI-MIM International Asset Management Ltd - Tel: (44-71) 3340222 
(member of the Investment Management Regulatory Organisation) 

IMI Bank (Lux) SA - Tel: (352) 4045751 
(member of the Luxembourg Stock Exchange) 

IMI Bank AG - Tel: (49-69) 7191170 

(member of the Frankfurt and Berlin Stock Exchanges) 


FIN ANCIAL TIMES CONFERENCES 

EUROPEAN BUSINESS 

U 


i» 


- Business in Central & Eastern Europe 

26 & 27 November, 1990 - Rome 

Developments in the Soviet Union and Central Europe will provide the focus 
of this high-level Financial Times conference. 

Speakers taking part include: 

Senator Dr Guido Carii* Ambassador Renato Ruggiero 

Minister of the Treasury. Italy Mnisterof ForeignTrade, ttaty 


Professor Ivan D Ivanov 

State Forekpi Economic Commission 
USSR Council of Ministers 

Ing Paolo Cantarella 

Fiat Auto 

Sir Alan A Walters 

John Hopkins University 

Dr Franco Nobili 

1RI 

Mr Viktor V Gerashchenko 

The USSR State Bank (Gosbank) 

Dr Sergio Sigfienti 

Banca Gommerdale Italians SpA 

Mr Ferenc Rabar 

Minister of Finance, Hungary 


Dr V&clav Klaus 

Minister of Finance, Czechoslovakia 

Mr Horst G Krenzier 

Commieilori of the European Communities 

The Rt Hon Sir Frank Cooper gcb cmg 

N M Rothschild & Sons Ltd 

Dr Eberhard von Koerber 

ABB Asea Brown Boweri Ltd 

Ing Sergio Pininfarina 

Pininfarina SpA 

DrAxelLebahn 

Deutsche Bank AG 

Professor K Lutkowski 

Adviser to the Minister of Rnance, Potent} ■ 


A Financial Times International Conference 

in association with 


A limited amount of exhibition space is available at the conference. 


‘Subject to final conffrnia&bn. 


Financial Times Conference Organisation 
126 Jennyn Street, London SW1Y4UJ 
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□ Please send me further deteiSs. 
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AS TOE first, and so tax Only, 
foreign bank to join the exclu- 
sive screen-based market-mak- 
ers did) in Kalian government 
bonds. J P Morgan has often 
been in the spotlight in what 
remains a predominantly 
domestic market 
Yet the bank wastes no time 
in defending its commitment to 
Kalian government paper since 
officially becoming the 20th 
primary dealer on May 15 this 


“We joined, in order to follow 

up our policy erf being active in 
all major bond markets. In 
Italy, we try to do that as a 
primary dealer in order to 
improve the service to all our 
foreign and domestic clients. 

HAIG SIMONIAN on 
the operations of 
J P Morgan 


soon, says Mr Montano Nis- 
Botti, the head of bond trading 
at the MQan operation. 

Th& emphasis on bond trad- 
ing - and treasury products in 
general - partly reflects Mr 
van Riel's own strong treasury 
background. Before moving to 
Milan laid year, he was trea- 
surer and head of securities 
trading at J P Morgan in Lon- 
don, and prevtously cxxmpied 
similar positions in Brussels 
and Brazil. Hence there is 
a sizeable money-market 
at the bank, with a particular 
emphasis on asset-liability 
Tnqnfi g pmmrt And as “a player 
of reference for the' Bra and 
lira forwards," the hank also 
runs one of the biggest foreign 
exchange trading operations of 
any foreign house m. MHan 
-However, Mr van Riel, a 
genial Belgian, is anxious to 
avoid the tmpr»a^«n that. J. P 
Morgan is a one-shop operation 
in Italy - “weare also very 
active as a capital markets 
house, i«mTng Eurobonds for 
major Italian borrowers.” The 
bank holds the record for lead- 
ing the largest deal currently 
trading- an the Euromarkets. 

The terms and nine-year 
malinlty of Its flha Republic 
of Italy bond, issued in Septem- 
ber, mean it Is fungible into 
the 10>year flbndeal for the 
Republic J P Morgan led last 
year, creating a mega-packaga. 
(hie floor downfrom the trea- 
sury are the bank's growing 
corporate finance activities. 

Although still largely con- . I 
ducted bat of London, cross- 


And to make money,” says Mr active as a capital market* 
Hendrik van Riel, J P Morgan's house, iwanwig Eurobonds for 
treasurer and ggiwrai manager major Itali a n borrowers.” nit 
in Milan. Despite the market- bank holds the record for lead 
mg talk, the bank haw already ing the largest deal c u rr a n tty 
developed a strong presence in trading an the Euromarkets, 
government bond markets The terms and nine-year 
around the .world, with the maturity of Its $Um Republic 
Milan arnimmcftmMit nwawfag of Italy bond, issued in Septem- 
that it is now a primary dealer bar, mean it Is fungible into 
in six of the seven G7 conn- the 10-year flhn deal for the 
tries. Republic J P Morgan led last 

Primary dealership status in year, creating a mega-packaga. 
Italy - as opposed to that. of . One floor down from the trea- 
being an ordinary dealer, of - sury are the bank's growing 
which there over 200 — means Corporate finance activities, 
a hanfc is ww n m itt^d to malting-, ' Although still largely con- 
markets in at least eight of the' : ddcted out of London, cross- 
50 hwndg and 10 bills canagris-Vr^ter: transactions are becom- 
ing the screen-based system.': ing “an Increasing part^rf our 
As matters stand, 3 P Morgan : ' J Sfiriness“, says Mr van RiaL 
itself makes markets in 20 um- - rV £meng the tr ansacti ons being 
ger-term s e c uriti es. . ' covere d is the current push by 

The upsurge in interest ., in ' STET, Italy's huge telecammu- 
Italian bonds has. been/^jn catim s :j gronp, .to buy into 
reflected in growth at thft Argentina nrainter- 

hanlr, with three traders now - part . Such activities, often 
on the desk, along with tt>p oblige frhn to wear two hats on 
sales staff. Meanwhile, i&Vta- Ms -frequent trips to see the 
canrina Santoro, J P Morgan's autho ri ties In Rome. One is as 
resident economist and head of . a treasury man, keen to see 
research in Milan, provides - -continuing action to improve 
specialist support cm the mar- tte, running and liquidity of 
kets arid the Italian economy, the marketa. The other is as 
ingeneraL fte'bank’s country head, help- 

A further increase in man- -ing to dear the path on other 
hers is now being planned, deals. So far, it seems a decent 
with a fourth trader dueto join . fit. • . .. 


AFTER opening offices in 
Spain and France, Abbey 
National, the UK building soci- 
ety-turned-bank, has decided it 
Is Italy's turn to “get the 
Abbey habit,” (to quote its UK 
slogan). 

Although the fledgling Ital- 
ian operation still trails its 
Spanish and French counter- 
parts In terms at size, it plans 
to expand into many ox the 
country's biggest northern and 
central towns in the next two 
years. Offices in Rome, Turin 
and Bari are due to open next 
January, followed by another 
four cities later in the year and 
more in 1902. 

Italy offers rich pickings. 
With an owner-occupancy rate 
of around 65 per cent - much 
the same as in the UK - and a 
very high personal savings 
ratio, the opportunities m 
mortgage lending are high, 
says Mr Richard Allman, an 
Abbey National manager on 
secondment to the Italian oper- 
ation. 

Although still only about 
fraction the size of its £270bu 
UK counterpart, the Italian 
mortgage market is expanding 
rapidly. Surging property 
prices have obliged more 
would-be home owners to turn 
to borrow, rather, than save the 
full purchase price, as in the 
past. Property prices have 
rocketed in much of northern 
Italy, with a 88 per cent leap In 
prices in central Milan alone. 

Meanwhile, a more liberal 
operating environment has 
allowed even highly bureau- 
cratic domestic hank*, which 
currently account for about 90 
per cent of the business, to 
market their mortgages more 
heavily. Despite the gradual 
awakening of the domestic 
banks. Abbey National thtnka 
its mixture of innovative prod- 
ucts, greater flexibility and 
superior speed win be enough 
to give it a sizeable slice of the 
market 

Speed is one of its main sell- 
ing points. Italian banks are 
notoriously slow in processing 
mortgage applications. Delays 
of up to six months are not 
uncommon. By contrast the 
UK group says it can approve a 
mortgage within five days. Bor- 
rowing rules are also more 
.flexible. 

Although slightly more lib- 
eral now, Italian banks still 
tend to impose very rigid rules 
on borrowers. Until recently, 
no more than 50 per cent of the 
value of a house or flat could 
be lent, whSe repayments had 
to be made within just 10 
years. By contrast, Abbey 
National has no borrowing ceil- 
ing and is willing to lend for 
UP to 25 years, although most 
Italians prefer to borrow for 


Abbey National chases rich pickings in Italy 


Peninsula campaign takes off 
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Central Milan: residential property prices have soared this year by as much as 38 per 
cent In some prime locations. 


15-20 years, Mr Allman says. 

So far, the company has 
stuck to straightforward capi- 
tal repayment mortgages - 
the norm in Italy. But it is 
launching a UK-syle low cost 
endowment mortgage in con- 
junction with SAI, the private- 
sector insurer. 

Complex financing arrange- 
ments, linked to multicurrency 
swaps in London, also enables 
it to offer one of the lowest-cost 
lira mortgages in Italy. 

Foreign currency mortgages 
will also appear. Dentsche- 
mari cs will come first, possibly 
to be followed by Ecus. And 
miHke some UK suppliers of 
foreign currency products, 
such mortgages will not be lim- 
ited to top earners, says Mr 
Allman. 


Italians have already shown 
some appetite for borrowing in 
foreign currencies. Istituto 
Bancario San Paolo di Torino 
- one of more sophisticated 
domestic banks selling mort- 
gages - is believed to issue a 
high proportion of its mort- 
gages in Ecus. 

So far, business has been 
promising. The 10 professionals 
m annin g Abbey National’s 
Milan branch have notched up 
assets of £2lm in their first 
year - equivalent to the turn- 
over at a very large UK 
branch, says Mr Allman. 

Nor have assets come at the 
expense of quality, he claims. 
Although the company already 
has almost 700 borrowers, it 
has turned away over half as 
many again. "We’re being 


Woolwich building society has 
recently set up an Italian 
entity. The operation is the 
first foreign subsidiary of 
Woolwich Europe, its recently- 
established holding company, 
which will be responsible for 
all the group's planned activi- 
ties in continental Europe. The 
Woolwich's new Italian entity 
will be opening in Milan this 

aut umn, and an y further plana 

for Italy will probably have to 
await its results. 

Meanwhile, the Halifax, the 
UK's biggest building society, 
remains coy about its Euro- 
pean plans. “We are looking at 
a number of options at the 
moment, but can’t give any 


ent Milan operation, tucked 
away in a quiet courtyard, 
means few random punters 
walk through the door. And 
matters are compounded by its 
decision to eschew advertising 
for the time being. 

However, the company has 
just tied up a deal with the 
Casamercato group, which con- 
trols Italy's third biggest estate 
agency, to offer its mortgages 
through their offices. Contacts 
have also come through the 
trade, according to Mr Allman. 
Business hag flowed from spe- 
cialist finance houses, builders 
and property developers. And 
professional contacts have 
nourished following the arrival 


With Italian banks taking anything up six 
months to process mortgage applications, 
and property prices rising sharply, foreign 
lenders are enthusiastically eyeing the 
Italian market for future growth 


pretty selective. We’re not run- 
ning up any single big debts, 
and we’ve already started to 
put money aside for provi- 
sions.” 

Profitability remains confi- 
dential, and the new outfit is 
still overshadowed by its open- 
ing costs. However, it is on tar- 
get to breaking even within 
two years, according to Mr All- 
man. 

Surprisingly few other for- 
eign companies have so far set 
foot in the Italian market 
despite its potential. Citibank 
is active through its Citifin 
consumer finance subsidiary, 
while the UCB subsidiary of 
France’s Compagnie Bancaire 
is also present. 

More may be on the way, 
particularly from the UK. The 


details yet", says Mr Ian Lums- 
den, its assistant general man- 
ager for European operations. 
He says the company is con- 
centrating on the key Euro- 
pean markets by size and prof- 
itability - Italy, Spain, France 
and Germany. 

An increase in numbers may 
oblige Abbey National and the 
other foreign groups already 
present to widen their product 
ranges. So far, it has shied 
away from deposit taking, 
depending instead on the local 
wholesale market for funds 
during its first six months, and 
more recently turning directly 
to its own London-based trea- 
sury for swap- based funding at 
rates under Libor. 

“Deposit taking would be 
nice in terms of margins'’, 
agrees Mr Allman. However, it 
would also involve obtaining a 
banking licence from the Bank 
of Italy, and probably require a 
much larger scale operation to 
be worthwhile, he suggests. 

Rather, the company's short- 
er-term aim Is to gain greater 
control of its distribution chan- 
nels. With Italians tending to 
choose a house first and then 
think about the finance later, 
estate agents are the main 
source of business for lenders. 

Unfortunately for Abbey 
National, many are already 
contractually tied to domestic 
banks. Moreover, the discreet 
nature of the company’s pres- 


of Mr Giuseppe Salvi, Abbey 
National's Italian managing 
director, who used to work for 
Gabetti, Italy's biggest estate 
agency. 

Despite the high commis- 
sions - Italians can be 
charged up to 10 per cent on a 
property deal, split between 
buyer and seller - and Mr Sal- 
vi’s background in estate 
agency, Abbey National has 
not so for pursued the idea of 
participating directly in the 
real estate market 

That may become an option 
later. In Spain, its Cornerstone 
estate agency chain is already 
becoming increasingly famil- 
iar. But whatever the longer- 
term allure of haying its own 
distribution chain, forging 
closer links with estate agents 
will remain its Italian priority 
in the short-term, the company 
says. 

Even then, it will have to 
move fast. Whatever their cur- 
rent drawbacks, Italy's lethar- 
gic banks are beginning to gear 
up mortgage lending and 
Abbey National knows it can- 
not remain a specialised outfit 
offering just a limited range of 
mortgages for ever if it is 
really to grow in Italy. “We see 
a two-year window of opportu- 
nity", says Mr Allman . It will 
need to be nimble to make the 
most of it. 

Haig Slmonlan 
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1989 

Highlights of the year 

The ordinary and extraordinary shareholders meetings of Banca Popolare 
di Milano, were held, on 28th April 1990 and chaired by Prof. Aw. Piero 
Schlesinger (1,476 shareholders were present). During the extraordinary 
meeting, a number of changes to the Bank’s Statutes were approved. Its 
Report and Accounts for the year ended 31st December 1989 (the 124th 
since the Bank’s establishment) were approved by an overwhelming major- 
ity during the ordinary meeting. 

As far as banking services are -concerned, the positive results for the year 
show: 


Customer deposits • ITL 12,040 J billion 

Total deposits ITL 20,425.2 billion 

(inclnding banks) . 

Funds administered STL 35,598.3 billion 

(total deposits & securities held for banks and customers) 


Loans and advances 


ITL 8,084.5 billion 


+17.6% 

+20.4% 

+18.4% 

+12.4% 


During 1989, the notable increase in the 
Bank’s operations continued in parallel 
with a widespread expansion to the ter- 
ritory it serves which resulted from the 
consolidation of Banca Popolare di 
Aprieena (with 25 branches, mostly in 
Puglia). This expansion followed a sim- 
ilar merger with Banca Popolare di Bo- 
logna e Ferrara which took place in 
1988. 

The also strengthened its interna- 
tional presence with the opening of the 
Loudon Branch, situated in tire heart of 
the City erf London, and with the relo- 
cation of the New York Branch to new 
anri more prestigious offices. 

The first part of an increase to the share 
capital of the Bank was conducted 'very 
satisfactorily, producing an inflow erf 
ITL 134 billion. To this amount, must 
be added ITL 66 billion resulting from 
the conversion into shares of warrants 
issued in 1989. 

As a result of the increase in share capi- 
tal and the allocation to reserves ap- 
proved during! the shareholders meet- 


ing, Banca Popolare di Milano's net 
worth increased to ITL 1 ,247 J ‘billion 
(+20.5%). 

A rise in income, coupled with profits 
derived from the sale of minority par- 
ticipations (in particular the sale of the 
Bank's shareholding in Nuovo Banco 
Ambrosiano), produced an increase in 
the Bank’s internal cashflow. 

In {act, after having provided for ex- 
traordinary losses realised during the 
year (of which ITL 90.9 billion related 
to Bipiemme Leasing), a profit before 
tax of ITL 283.5 billion was recorded. 
After the deduction of taxes, a 32.1% 
jump in net profit to ITL 168 billion 
was achieved- 

The shareholders meeting, while retain- 
ing ITL 77 billion for the Bank’s re- 
serves, also approved the distribution of 
ITL 66.5 billion from profits to pay a 
dividend of ITL 460 per share to the 
144.6 million shares in issue (as against 
the ITL 525 distributed to each of the 
issued 104.3 million shares in the previ- 
ous year). 


Banca Popolare 

_ Cooperative Ltd. Lability Co. 

"J • | j * ^ Established in 1865 

di Milano kz 4 
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NUOVA 
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actor 



easing 


NUOVA SAFIM, the finance company of 
EFIM, one of the leading italian industrial groups, 
operates managing the financing of the group 
companies through funding from both domestic 
and international markets, handling the treasury 
for the collection and distribution of liquid assets 
among group companies and acting as clearing 
house for inter-group payments. 

The subsidiaries SAFIM FACTOR and 
SAFIM LEASING offer factoring and leasing 
services to all the affiliates as well as their 
suppliers and clients. 
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EUROPEAN FINANCE AND INVESTMENT 



TALK about stock exchange 
reform and the name of Mr 
Franco Piro invariably crops 
up. An academic-turned-politi- 
can who chairs the finance 
committee of Italy's Chamber 
of Deputies, he is distinguish- 
able for his bright polo-neck 
sweaters as much as the patio 
attack which left him handi- 
capped in childhood. 

Mr Piro. 42, often seems to 
be conducting a single-handed 
campaign to steer legislation 
through the whirlpools of the 
Italian parliament. 

Never short of a bon mot to 
illustrate the problems of 
Italy's maze-like legislature, he 
has retained bis good humour, 
despite the myriad obstacles be 
faces. 

The problems arise from 
draft laws on insider trading. 


Profile: Franco Piro, one of the politicians behind financial reform 


Man with a thankless task 


‘We have to make up 
for lost time,” says 
Franco Piro 


Franco Piro, chairman of the Chamber of Deputies' finance 
committee: good humoured despite the legislative obstacles. 


takeover bids and, most impor- 
tantly, the new breed of finan- 
cial institution, the Society di 
Intermediazone Mobiliare, 
already known, by Its cosy 
abbreviation “Sim". 

They range from party politi- 
cal differences and conflicts 
between financial interests to 


broader cultural aspects of 
finance in Italy. Most recently, 
such obstacles have even pro- 
voked a strike by the floor 
traders on the country's stock 
exchange, bemoaning the slow 
pace of reform. 

Many Italians, notably the 
Communists, see finance as a 
necessary evil compared with 
industry which they regard as 
inherently good 

“They don't understand that 
finance itself is a new indus- 
try", he says. But the political 
squabbles and harsher clashes 
between bankers and brokers 
in establishing the rules for 
Sims appear minor compared 
with the complexities of Italian 
law-making. 

Mr Piro reminds visitors that 
while the French government 
produced three financial 
reforms in two years and 
thereby strengthened Paris as 
a financial market, it took the 
Italians nine times as long just 
to approve unit trusts. 

However, he remains opti- 
mistic that the Sims law will 
enjoy a speedier passage, even 
though it has already been 


It has sometimes seemed a 
case of two steps forward 
and one step back in 
reforming Italy’s antiquated 
stock markets. But clear action 
is now being taken, reports 
Haig Simonian 


under the parliamentary 
microscope for around two 
years. 

Continuity of Government 
has been very helpful With 
Italy having enjoyed one of its 
longest periods of rule by a sin- 
gle administration, the com- 
plex committee work to con- 
sider the new proposals has 
undoubtedly been facilitated, 
he says. 

Nevertheless, with equity 
business steadily sli pp in g away 
to London, Mr Piro is very con- 
scious of tbe degree to which 
his country haw fallen behind 
Its European partners in 


reforming its markets. 

“We have to make up for lost 
time*', he says. laving up to his 
self-confessed reputation as a 
parliamentary Stakhanovite. 
he notes that tbe finance com- 
mittee, whose chair - he 
assumed in October 1989, con- 
sidered no fewer than 122 dif- 
ferent amendments in the 
seven months leading uo to 
this year’s summer recess. 

Moreover, the feet that its 
meetings have been informally 
coordinated with some senior 
members of the Senate, Italy’s 
upper house of parliament, 
means the legislation should 


face fewer problems once it 
comes to final approval, he 
says. 

Certainly, some of the essen- 
tial compromises on the Sims, 
notably on a transitional 
period for the new regulations 
and on a division of regulatory 
responsibilities, have already 
been struck. 

For only when the Sims law 
is passed can attention be 
turned to other key aspects of 
financial reform - notably the 
new rules on takeover bids and 
insider trading that Italy so 
desperately needs. 

Mr Piro sees no point In 
arguing about insider trading 
until the Sims law clearly 
defines what parties are cov- 
ered by it. 

Similarly, new codes for 
takeover bids are also depen- 
dent on the Society di bxterme- 
diazone Mobiliare law. 

At a later stage, Mr Piro 
would like to see more ref orms , 
particularly new rules- to stim- 
ulate the establishment of pen- 
sion hinds, although that will 
need changes to Italy’s tax, ays- 
tern in order to allow higher 


tax-free payments liar pension 
fond contributions - “at the 
moment pension fends la Italy ■ 
are called BOTs," he qoipg • .1 
referring to the short-term 
treasury bills widely bought by 
private investors. " ■ JJ 

“But while BOTs don’t ere- . 
ate wealth,- pension fends do, 7 
and they nurture popular igg# 
share ownership into the 

gain." , 

Establishing dasedM.-£jf& 
funds for small companies 
another pet idea. By 
together to . create a fend for 4 .;^ 
limited period. Italy's- 
companies could tap tbe hu&i' 
beta on the move 
terms currently available 
to their bigger rivals. ;■ . . 

Futures and options, -w 
establishment should he aped- ■«§* . 
erated once the Sims law:: ' 


... = 

The area of futuresr ;^ 

and opttona arov ' i^^r" 

another ofhls targets . 


comes into force, are boathasi 
of his targets. • . • 

Although curreatIy rKJt;.{a^ 
bidden in Italy, one- t&jp 
articles in the Sims fegh&ft&t 
will clarify the current ftBrap 
legal position which his 
such contracts- so 
by their absence^ ~ . .vLa 


WHAT better indicator of 
Italians' post-war transition 
from poverty to prosperity 
than their attitudes towards 
their national currency? 

Paper money In Italy starts 
with the lowly LI ,000 note, 
currently worth less than 50 
pence, and a throwback to the 
pre-fnflationary days when 
Li ,000 bought rather more 
than just a ride on the Milan 
metro or a capuccino at the 
counter. 

But instead of abolishing 
such low denominations, as 
other big European countries 
have done, the Italians seem 
particularly attached to their 
LI .000 bills. 

However, as often happens 
in Italy, private fastidiousness 
goes hand-in-hand with public 
indifference. Many of the 
notes are so tatty as to drive 
the benign-looking Marco 
Polo, displayed on the front, 
into permanent retreat in 
China, or to provoke sighs 
from the Venetian Doges 
whose palace graces the 
reverse. 

Although many contempo- 
rary Italians may envy the 
Venetian rulers' legendary 
riches, their current level of 
affluence already appears to 
have engendered a distinctly 


Haig Simonian finds 1,000 uses for a tatty, old bank note 


Marco Polo is not amused 


dismissive attitude to the 
LI ,000 note. 

It is so common to come 
upon tatty, dirty or crumpled 
examples as to stifle further 
comment Much more evoca- 
tive are the extraordinary 
number of LI. 000 bills dou- 
bling up as makeshift mes- 
sage pads, creating a new 
language of communication 
by currency. 

Billets-doux tend to pre- 
dominate. "Lucky, ti voglio 
troppo bene. Lia" (“Lucky, i 
love you so much, Lia”), writ- 
ten in blue ballpen, is one of 
thousands of such examples. 

“Mery, ti amo tanto " - 
pierced by a purple heart - 
serves much the same pur- 
pose. as does the message 
along the margin of one par- 
ticularly tatty note, “Kalia + 
Luca = Love." 

However, some messages 
convey a longer and more 
poignant tale. One terse 
recent example said “Luca ti 


Are all Italians poets? 


Consider this: 

“Se i/ bui'o verra la luce del fuoi occhi itluminera la mla 
strada. Se la morte verra il mio cuore vivra per sempre con 
te." i" If it becomes dark, the light of your eyes will 
illuminate my path. If I die. my heart will live for ever with 
you" 

- anonymous quotation from L1000 note, serial number 
409543-D. 


amo tanto. Sylvia, xxx," on 
the front 

But the bittersweet nature 
of love was clearly captured 
on the back, where the same 
hand had written, "Luca non 
lasciarml mai" - Luca don't 
ever leave me. 

Another, in red capitals 
written in a female hand, 
laments: " Non tutti sono veri 
amici," (“Not all are true 
friends”), and adds: "Vero 
LinoT' - (“True, Lino?") 

Not every scribble tells a 
tale. One note appeared 
recently with a lengthy quota- 


tion from Mao Tse-tung. Many 
(ust bear a name, address 
and/or telephone numbers. 

But how must Paolo on 
0577 948332 feel about a call 
from a stranger who found 
number in the small change? 

Dealing with soiled LI ,000 
notes has become a head- 
ache for the Bank oi Italy, 
which is responsible for print- 
ing and distributing the coun- 
try's paper currency. 

Like many of its European 
counterparts, its officials take 
pride in the quality of the cur- 
rency. But while German 


banknotes are crisp and 
clean, - they are made from 
a particularly rich mix of cot- 
ton — even new valuable Ital- 
ian banknotes feel cheap. 

Scribbling on Italy's cur- 
rency is “a nasty habit that 
has developed In recent 
years," admits the central 
bank. It blames the state of 
the LI ,000 bill largely on the 
fact that so few flow back to 
its coffers, for sorting and 
replacement 

As matters stand, the aver- 
age LI ,000 note has an official 
life expectancy of just over 
three and a half years. But it 
is probably much longer. The 
reason that so few of the 
829m LI .000 notes in circula- 
tion are replaced seems to be 
that many commercial banka 
are reluctant to Incur the cost 
and effort of counting and 
shipping off soiled examples 
to the central bank. 

Thus, many notes are prob- 
ably in circulation far longer 


than the official figures sug- 
gest Often the sticking tape 
holding them together has 
long overtaken paper as their 
main fabric. The Bank would 
love to change matters, but is 
sceptical about practicalities. 

There is a draft Bill to intro- 
duce a LI, TOO Coin. But, like 
that other chestnut, the 
“heavy lira" which would 
eliminate those three zeros at 
a stroke, the politicians have 
yet to take the final decision. 
Even the new coin would not 
replace the LI ,000 note, but 
merely co-exist with it In the 
end, aware that it is fighting a 
losing battle, the Bank may 
eventually decide to print no 
more LI ,000 bills. They will 
simply fade away. 

Sadly, the central bank 
does not keep a log of the 
stranger messages found, 
though some officials are 
thought to have their personal 
favourites. If it did, they would 
certainly warrant a special 
corner in the new money 
musuem it is thinking of build- 
ing. 

There, some of the more 
entertaining messages could 
be preserved while time and 
further fingering take their toll 
on the rest 
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More than ever 


THE BANK THAT’S 


Banco Ambrosiano Yeneto 

formed in December 19S9 by the 
merger of two important Italian banks 
Nitovo Banco Ambrosiano and 
Banca Cattolica del Yeneto. 


"ON THE SPOT” 


IN ITALY’S TOP LOCATIONS 
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We have full-service branches in some 350 locations. Their number is 
continually increasing as we progress in our research for areas of good business 
potential. In fact, we shall have opened some 30 new branches during our first 
year as a newly-merged bank. 
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Expansion of our network is only part of our strategy. Quality and variety of 
service is just as important, for us and for our clients. In Italy we are among the 
leaders in universal banking. Our Ambrosiano Group covers all services from 
leasing, insurance brokerage, merchant banking to investment management. 
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I Napoli Bari < 


Modem banking and financial services call for staff who are professionals 

who are up- to-date in techniques and who are supported by the latest in ’ 
electronic equipment and by efficient and understanding management. We are 
strongly committed in these areas. 
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Internationally, our activity is in expansion although we have no immediate 
plans to open foreign branches. Instead we are making co-operation agreement* 

with a number of major European banks. Good relations continue with s mT 
3,500 correspondent banks throughout the World. 





Banco 

Ambrosiano Veneto 


ITALY ' S LEADING PRIVATE BANK 




GRUPPO 

AMBROSIA! 


Piazza Paolo Ferrari 10, 20121 Milano - tel.. (2) 85941, fax (2) 85 94 7* 9 * „ 

7 ™ telex 434240 B AV CT 
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While the people of 


Middle Japan appear 


to enjoy a cosy 


existence, the strong 


economy is putting a 


strain on the traditional social 


order. Robert Thomson reports on 


Ghubu's battle to retain its identity 


and the ambition of leaders to build 


an even more influential region 


In search of 


superlatives 


. ^Nagoya cMtle;s9iVabpkef*e 


THERE is a certain, 
softly-worded confidence 
among residents In the five 
prefectures that stretch across 
the . girth of Japan's main 
teitmd Honshu, aiv! are collec- 
tively known as Chubu - it is 
a mwffttonflfl that they are the 
real Japanese, and that this is 
Middle Japan. 

Middle Japan makes Toyota 
cars, generally votes conserva- 
tive, and has fashioned tradi- 
tional pottery into high-tech 
ceramics. It grows the Japa- 
nese mandarins known as 
ntfkan, has the highest savings 
rate in the country, , and is 
struggling to find enough 
labourers to work its order- 
filled factories. . 

The shops close early and 
the twocar, one-child family is 
an Institution, and yet amid 
this comfortable, reassuring 
landscape of apparent content- 
ment, there is something a lit- 
tle strange; a hungry, driving 
amhWfin reflected in the recur- 
ring dream of being sur- 
rounded by superlatives. 

Chubu wants the world’s 
fastest train, the world's most 
modem airport, the world’s 
most advanced aerospace 
industry, and the world’s most 
sophisticated technology. It 
craves international recogni- 
tion ijs a design centre and as a 


fertile source of research and 
development discoveries, and it 
wants to be the obvious choice 
for your next convention. 

Perhaps the motivation 
comes from a fear of being 
trapped in the spreading 
shadow of high-rise Tokyo. Per- 
haps it is the feeling that a 
tough agenda is needed to 
impose a discipline on young 
Japanese, who are perceived as 
too Cabby to maintain a relent- 
less pace of development set 
when Japan contemplated its 
war-end ruins. 

The five prefectures. Aichi. 
Gifu, Mie. Shizuoka, and 
Nagano, place differing stress 
on the Chubu identity. The 
first three, with Nagoya. 
Japan's third largest city, at 
their centre, are the core of 
Chubu, while Shizuoka and 
Nagano are divided between a 
traditional loyalty to the 
region and a desire to take 
advantage of their proximity to 
Tokyo. 

It is only an hour by shin- 
kansen, the bullet train, from 
Shizuoka City to Tokyo, and 
the daily commuters once pro- 
filed as oddities by the Japa- 
nese mpdin are now accepted 
as normal. Nagano tends to 
have a mind of its own and is 
at present consumed by the 
ambition of hosting the 199S 


Winter Olympics. And several 
cities, particularly Nagoya, 
would like to replace Tokyo as 
the national capital. 

Even if the five rarely think 
as one. the combined statistics 
are impressive. The ie.2m 
inhabitants comprise 13_2 per 
cent of the national population, 
and occupy 11.4 per cent of the 
territory, while accounting for 
18.2 per cent of industrial pro- 
duction and 21.8 per cent of 
shipped products. Aichi alone 
accounts for 9 per cent of 
industrial production and 11 
per cent of shipped products. 

Local leaders are concerned 
that the percentages are fall- 
ing. and that unless a couple of 
strategic battles are won, the 
region will lose its identity and 
become a virtual subsidiary of 
the megapolis of Tokyo. For 
one. local officials are arguing 
for the Chubu International 
Airport to be built on an artifi- 
cial island, and are against 
plans for a third international 
airport in the Tokyo area. 

“How can you build a third 
international airport in 
Tokyo.” asks Dr Tatsuo Ito, 
Professor of Geography at Mie 
University, an expert in local 
history, and a representative 
on the planning panel of 
Chubu airport: “A third airport 
will force more people to use 
Tokyo and will draw people 
from regional areas." 

Regional leaders have set 
2005 as the target for a grand 
15-year infrastructure develop- 
ment plan that will culminate 
with an international exposi- 
tion intended to set new stan- 
dards not only for Chubu but 
for humanity in general. The 
problem is that the plan, some- 
times described as “Vision 21". 
could be derailed if Tokyo- 
based bureaucrats decline to 
fund a Chubu airport. 

There are more immediate 
concerns. Strong consumer 
demand and a surge in capital 
investment last year have stim- 
ulated a regional economy that 
provides almost 30 per cent of 
the nation's machine tool 
needs, and produces about half 
of the nation's automobiles. 
The problem is that the econ- 
omy has probably been over- 
stimulated. with the new jobs 
to applicants ratio around 
Nagoya at 2.3:1, well above the 
national average of 1.32:1. 

The famous names, Toyota, 
Yamaha. Brother, NKK and 
NGK. generally have a steady 


stream of willing, new employ- 
ees. but the smaller factories of 
the sub-contractors are less 
popular among young people 
who can afford to be picky. 
The competition for new staff 
and the trend of job-swapping 
have produced significant 
changes in attitudes to 
employee needs. 

Companies are reluctant to 
attract workers simply by 
offering better pay than the 
factory down the road, fearing 
that this approach could set a 
destructive wage spiral in 
motion. Instead, employee dor- 
mitories have been renovated, 
machines made more user- 
friendly and the production 
line has become less intimidat- 
ing. Now. companies talk 
about making near by towns 
more interesting by somehow 
improving the nightlife. 

At NKK. the steelmaker and 
shipbuilder, managers have 
decided to employ more 
women designers and crane 
drivers because their presence 
improves the atmosphere and 
encourages young men to work 
at the company. A group of 


Nagoya would like to 
replace Tokyo as the 
national capital 


local shipbuilders formed a 
committee to discuss the 
labour shortage and devised 
the “Young Man Project”, giv- 
ing industrial engineers a new 
role as social engineers. 

The aims are: “to ensure 
employees’ treatment as a 
human being"; “to broaden 
their relationship with the 
local community and the world 
economy”; and “to provide 
enjoyment in their work”. 
Companies are debating the 
use of foreign workers to fill 
the gaps and are encouraging 
the government to increase the 
quota of foreign trainees, 
which has already been expan- 
ded from this year's 28.000 to 
50,000 next year. 

Local officials hope that a 
low birthrate will keep youth 
in the area, to fulfil their obli- 
gations to ageing parents, 
though there sre tears that the 
bright lights of Tokyo have 
blinded some young people to 
these responsibilities. 

Outside events, a Gulf war 
and another surge in oil prices, 
could slow the regional econ- 


Close to the Heart 



omy and ease the labour short- 
age, but with national GDP 
growth expected to be close to 
6 per cent this year, and esti- 
mates of 4 per cent next year 
still popular, companies in 
Chubu are likely to remain 
under pressure. 

Higher interest rates have 
begun to slow capital spending. 

with companies such as Sinto- 
kogio, the world's largest 
maker of casting machines, 
reporting that a few orders 
have been delayed by custom- 
ers expecting slower growth. 
Given that interest rates have 
doubled to more than 8 per 
cent in the past year and that 
the Tokyo stock market has 
been down by 40 per cent, the 
apparent absence of financial 
pain in Chubu is surprising. 

Mr Ryuichi Kato. chairman 
of Tokai Bank, and the finan- 
cial figurehead of the region, 
said that local companies have 
been protected from severe 
damage by a tradition of fiscal 
conservatism. He explains that 
they are reluctant to borrow, 
and have not played the stock 
market with the same enthusi- 
asm as non-financial compa- 
nies in Tokyo and Osaka. 

“You can’t really say that 
the financial world and the 
industrial economy are sepa- 
rate, but the reluctance to bor- 
row and wariness of sudden 
expansion mean that compa- 
nies don't take full advantage 
of a boom, and that they are 
not so hurt by a downturn.” 
Mr Kato said. 

This steadiness is seen as 
characteristic of companies 
such as the Meitetsu railway 
and retail group, Chubu Elec- 
tric Power, and the Matsuza- 
kaya department store chain, 
which, along witb Tokai Bank, 
are the old members of the 
Chubu corporate club that 
later arrivals, such as Toyota, 
found difficult to penetrate. 

Interregional and interna- 
tional competition has eroded 
the Chubu clubbiness, and the 
quirky Mr Kato, a strong advo- 
cate of decentralisation, wants 
those companies unable to 
afford the expense of Tokyo 
land rental to relocate in 
Nagoya. But Nagoya-based 
companies admit that they 
need a strong presence in the 
capital to monitor the swiftly- 
changing market trends that 
trickle down to regional Japan 
and. increasingly, influence 
foreign markets. 
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Distribution of workers 
In manufacturing ( 1988 ) 


Total number ai worker* ; 2,101 


Other machinery 

635.532 


Transport -related 
industry 344.959 





Ceramics 
“““J 117.682 


Other industries 
793,546 

SeueeMniMy of Ml Trod* S ln*ja»y 


Fl«nflura 

51,950 

Lumber 

50,875 


■ Economic summary; A 
measure of the region’s 
strength is the jobs-to- 
applicants ratio of 2.3:1; 
Stock market volatility has 
complicated an already 
difficult problem for secu- 
rities companies .... Page 2 


■ Politics - the harmony 
between the parties was 
disrupted by a by-election 
earlier this month; 
Nagoya, a city seeking a 
lively image Page 4 





At home with Toyota 
■ A tour of Toyota City, 
where cars set the pace; 
The strength of the yen is 
an important reason for 
the shrinking of woollen 
cloth exports Page 5 


■ Jane Fuller sees a pow- 
erhouse in the making, 
investigates the ceramics 
industry and looks at the 
Noritake company ..Page 6 


Average exchange rates 
for 1990: £ = Y 257.7 5. 

S = y 7 47.33 


of Japan 


In business you can never be too competitive 
or have too much information, especially 
when dealing outside your home market. That 
is why Tokai Bank is active across Japan and 
the leading bank in the Chubu region, firmly 
behind the economic and social development 
of Japan's industrial heartland. 

Ranked ninth-largest in terms of assets* 
worldwide, Tokai Bank is structured to respond 
to customer needs quickly, through a broad 
base of operations in 25 countries that puts us 
on the spot in virtually every major location. 
Expertise, responsiveness and location, three 
solid reasons to begin your next project with 
the global financial strengths and local 
information of Ibkai Bank. 

'Fortune Magazine July 1990. 


TOKAI BANK 


W 1 

Meeting your objectives around the world. 


Head Office: 

21-24. Nbhlki 3-chome, Nafca-ku, Nagoya. Japan Tel: 052-211-1111 
INTERNATIONAL BANKING HEADQUARTERS: 

6-1. Otemachl 2-cfcome, Chiyoda-ku. Tokyo, Japan 

Telex 129234 TOKAHOK Tel: 03-242-2111 Fax 03-245-1487/9 

REGIONAL HEADQUARTERS. AMERICAS: 

Park Auwiue Plaza, 55 East 52nd Street. New York, N.Y. 10055, USA. 
Telex: 422857 TOKAI Tel: 212-339-1200 Fax: 212-754-2085 
REGIONAL HEADQUARTERS EUROPE: 

99 Bishopfgatc, London EC2M 3TA, U.iL 

■Wee. 887375/6 TO KAIL G Tel: 071-283-8500 Fax 071-626-0020 

REGIONAL HEADQUARTERS, ASIA & OCEANIA: 

6-1. Oiemachi. 2-chome, □tiyoda-ku. Tokyo, Japan 

Telex J2923-1 TOKATTOK Tel: 03-242*2111 Fax 03-245-1487/9 
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REGIONAL ECONOMY 

Too many jobs 
for too few 
workers 


IN A comer of the vast Tsu 
shipyard of NKK Corporation, 
there is a large hole in the 
ground. The hole is described 
as a “marine dock", and was 
intended as a site for the con- 
struction of offshore rigs, but 
an acute labour shortage has 
meant that the space remains 
empty. 

NKK officials explain that 
they would have difficulty find- 
ing the 200 workers needed to 
build a rig, and given thi 1 'he 
shipbuilding business Is flour- 
ishing, with the order books 
full until mid- 1993, there is no 
immediate need to fill the hole. 

Having been through a ship- 
building depression and a 
restructuring of the industry. 
NKK is content to handle a 
steady flow of orders and keen 
to avoid sudden surges or 
slumps in business. The com- 
pany is also determined to 
secure its future by building a 
stronger core workforce and 
reducing the reliance on con- 
tract workers, who now com- 
prise half of Tsu's 2,000 
employees. 

It is a measure of the 
strength of the regional econ- 
omy that NKK. the restructur- 
ing over, plans to employ new 
labourers next year for the 
first time in nine years, but is 
unsure whether the personnel 
will be available. Ur Fu minor i 
Kamiyama, manager of NKK's 
business division, explained 
that the company is grappling 
with “the problem of how to 
make a shipyard attractive to 
young people". 

The jobs to applicants ratio 
in the area is 2.3:1, well above 
the national average of 1.3:1. 
But the contradiction for a 
region renowned for its indus- 
trial might is that a strong 
economy has meant that local 
youth unenthusiastic about 
factory work have a range of 
job offers elsewhere. 

Finding workers is easier for 
a highly-regarded company 
such as NKK than for the 100 
smaller Chubu shipbuilders 
who employ fewer than 20 
workers and who have com- 
bined to launch what they call 


“the young man project”. The 
aim is to attract workers who 
have left smaller towns to 
work in the larger car plants, 
but who have become frus- 
trated by the production-line 
life. 

With the large presence of 
auto makers such as Toyota. 
Honda, Mitsubishi and Suzuki, 
transportation equipment 
accounts for 27.7 per cent by 
value of products shipped from 
Chubu. Electrical appliances 
account for 11.8 per cent, gen- 
eral machinery 9.1 per cent, 
and chemicals and foods each 6 
per cent. 

About 16 per cent of indus- 
trial employees in the region 
work in the manufacture of 
transportation equipment. 14.4 
per cent in the electric appli- 
ance industry and 11.3 per cent 
in general machinery plants. 
While Chubu accounts for 13.2 
per cent of the Japanese popu- 
lation. the region employs 17.1 
per cent of the secondary 
industry workers, and indus- 
trial production accounts for 


CHUBU REGION ECONOMIC SUMMARY 



Unit 

National 

total 

Chubu 

region 

total 

% Of 
national 
Mai 

Area 

km* 

377.688 

42,871 

11.4 

Population 

000 

122.335 

16,180 

13.2 

Employment population 


60,502 

8.484 

14.0 

Total production 



468,308 

■ ■ 

Primary Industry 

YlOOm 

89.918 

10,433 

: 1 

Secondary Industry 


1,202.204 

218.947 


Tertiary Industry 


2.153,338 

257.553 

■SB 

Per capita income 

YUOQ 

2J3B 

2,178 

87.3 

Agricultural production 


105,619 

72,864 

12J2 

Shipped products 

YlQQm 

2.535,153 

551,773 

21.8 

Wholesale results 


4.462.892 

629.668 

14.1 

Retail sales 


1.148.289 

155,041 

13.5 
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With a policy of avoiding 
“zaitech." the financial engi- 
neering favoured by Japanese 
companies. Sintokogio has 
been generally unharmed by 
the stock market slump, 
though Mr Yano showed a hint 
of regret that the company did 
not take more advantage of its 
financial position a few years 
ago. 

"We took a policy decision 
on zaitech about eight years 
ago, and decided that it was in 
the best interests of the com- 
pany not to try. Maybe our 
position would be more com- 
fortable if we had done zaitech. 
but we can't really tell if our 
decision was right or wrong," 
Mr Yano said. 

Regional brokers report that 
many small firms have played 


The company is determined to secure Its 
future by building a stronger core workforce 
and reducing the reliance on contract workers 


17.9 per cent of the national 

total. 

There has been concern in 
Tokyo that high interest rates, 
the stock slump, and rising oil 
prices would force a revision of 
ambitious corporate capital 
spending programmes. Mr Tak- 
eshi Yano, the manag in g direc- 
tor of Sintokogio, the Nagoya- 
based company that is the 
world's largest maker of cast- 
ing machines, said signs are 
emerging of a slowdown. 

"We expect that higher inter- 
est rates and oil prices will 
slow the economy. When we 
supply a plant, the delivery 
time is usually a year, and 
some customers have begun 
postponing delivery schedules. 
People are becoming more cau- 
tious, although the auto indus- 
try is still strong," Mr Yano 
said. 


the stack market, while Mr 
Takayo Kato, managing direc- 
tor of Aica Kogyo, the leading 
manufacturer of melamine 
boards and adhesives, said that 
“by other companies’ stan- 
dards, our share trading has 
not been large". 

Aica reported gains of Y797m 
in trading of short-term portfo- 
lio investments, losses of Y20m 
in devaluation of securities 
holdings, and a pre-tax profit 
of Y4.2bn in the year to end 
March, when investments in 
securities totalled Y3.16bn, up 
14.7 per cent. 

“Our company is resolved 
that production will always be 
our main business, but we 
have this extra financial capa- 
bility. We can fund activities 
like research with these gains, 
but we think it would be a sad 
thing if we had to cover losses 


with money from our normal 
production." Mr Kato said. 

He is optimistic about the 
Nagoya and Chubu economies 
but suggests that local govern- 
ments spend more on infra- 
structure. Nagoya is a conve- 
nient corporate base, he says, 
but the company has estab- 
lished 24 sales offices to ensure 
that national market informa- 
tion is quickly gathered. 

“There is less competition in 
Nagoya than in Tokyo, and 
you might f a ll behind th** mar- 
ket if you confine your activi- 
ties to the Nagoya area. We 
send our employees to Tokyo 
as much as possible so that 
they can get a feel for what is 
going on,” Mr Kato said. 

The emphasis on industry, 
and, in Shizuoka prefecture, 
the physical spread of Tokyo’s 
influence has meant that agri- 
culture takes a lesser regional 
share of total production. 1.5 
per cent, than the national 
average, 2.4 per cent. Still, 
Aichi prides itself in being the 
leading producer of chrysan- 
themums, cauliflowers, cab- 
bage, and quail eggs. 

Shizuoka had been the lead- 
ing producer of rnfltan, Japa- 
nese mandarines, until 1965, 
but rising land prices, falling 
farm incomes and the opening 
of the citrus market to imports, 
has undermined local produc- 
ers. according to Mr Noboru 
Tomita, general manager of the 
Shizuoka Citrus Growers’ Co- 
operative. “Farmers can now 
only get rich by selling off 
their land. Some keep the land 
and build apartments or park- 
ing lots. The co-operative has 
20,00 0 members, but only 4 or 5 
per cent are full-time produc- 
ers. with most taking semi-per- 
manent jobs in factories or 
offices. 

Robert Thomson 


Robert Thomson reviews the financial sector 

Complications compounded 


THE stock market volatility in 
Tokyo has complicated an 
already difficult problem for 
securities companies in central 
Japan - encouraging the 
region's fiscally conservative 
citizens to take money from 
their generally healthy bank 
accounts and convert the cash 
into securities. 

A by-product of that instabil- 
ity, the difficulty of raising 
□ew capital on the market, has 
partly worked to the benefit of 
local banks, which have tradi- 
tionally found that their best 
potential customers have an 
aversion to borrowing money. 

Mr Ryuichi Kato, the chair- 
man of Tokai Bank, the Nagoy- 
a-based bank that is Japan’s 
seventh largest, said that the 
“culture of the region has been 
not to borrow money" .meaning 
that companies have not taken 
full advantage of business suc- 
cess. but also that they have 
not been compromised by ris- 
ing interest rates in the pest 
year. 

The rate increases have hurt 
banks, big and small, because 
two years ago they were offer- 
ing fixed-interest loans over 
three and four years to cher- 
ished customers. Interest levels, 
have risen from 4 per cent to' 
more than & per cent in the 
meantime, and some of these 
loans are having to be renego- 
tiated. 

“Our policy on fixed interest 
depends on the customer. We 
have talked to some customers 
about longer contracts. There 
is a problem with time-lag. but 
it is not too serious a prob- 
lem." Mr Kato said. 

Like the Tokyo-based banks, 
regional banks adopting the 
ca pi ta l adequacy standards of 
the Rank for International Set- 
tlements (BIS) have found that 
the target of an 8 per cent capi- 
tal to assets ratio has been 
complicated by the 40 per cent 
share price fall on the Tokyo 
market this year. 

The discipline imposed by 
the BIS targets has led to sug- 
gestions that hanlra will offload 
low-yielding shares held as 
part of the complex system of 
cross-holdings that has pro- 
vided shareholder security for 
Japanese companies. Mr Kato 
said the possibility of such 
sales has been discussed. 

“The problem is now that 
the stock price is not rising as 
it was and, if we look at divi- 
dends, the return is very low. 
There is pressure to maximise 
profits, and we are explaining 
our position to companies, ” he 
said. 

Tokai's friendly holdings of 
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Passing Interest: a pedestrian stops to check stock prices In Nagoya 


companies in the region are 
extensive, with, for example, 
the bank holding 4-9 pm- cent 
of Toyota Motor's shares and 

the aUtO •maker hnliWng 4ft pgr 

c ent of the bank’s 
Mr Matsuyuki Aoyama, man- 
aging director of Aichi Bank, 
the 47th ranked of Japan’s 

regional hankg said that Ma 

institution has chosen to fol- 
low the BIS standard, a nd , jjfcg 
other banks, has seen its capi- 
tal adequacy ratio fall. In 
March 1989, the ratio was 13J 
per rent , in March this year, 
10.76 per cent, and it was 
around 8.4 per cent in Septem- 
ber. It is expected to rise to 9 
per cent by the end of next 

Mar ch . 

"We are not thinking about 
selling our stock holdings yet, 
but I can't say that it will not 
happen. We believe that there 
has been a change of thinking 
about stocks, but the stock 
holdings work both ways. 
Other types of companies have 
hank stocks.” Mr Aoyama said. 



Aichi Bank's securities faoldr 
ings had a market value of 
Y470bn yen in March, and a 
book value of Y326.6hn, of 
which 3SL2 per cent was corpo- 
rate bonds, 25.1 per cent 
national bonds. 12.4 per cent in 
stocks, 8.1 per cent in local 
bonds, and 21.2 per cent in 
other securities. 

Mr Aoyama said that larger 
regional companies, fodiiding 
Toyota, have a habit of build- 
ing significant cash piles, but 
that these companies demand 
higher than usual interest on 
large sum deposits. 

“We don’t have any Toyota 
money in this bank. We don’t- 
necessarily want their mt 
because they would 
high interest rates. Toyota 
affiliates put a lot of money in 
different banks. They don’t feel 
they have to use the same 
one." 

Apart from focusing on busi- 
ness that provides higher prof- 
its, the banks are restraining 
asset growth to bolster their 
capital to assets ratios and are 
hoping Cor help from a strong 
upturn in the stock market. 

At Tokai. Mr Sato's concern 
is that the market has yet to 
bottom, and that the value of 
the bank’s stock holdings will 
continue to fall: “Stock prices 
are very peculiar at the 
moment IPs difficult to know 
what the real value is. Even 
though they have gone down, I 
personally feel they are still 
too high." 

That is not a sentiment 
shared by local securities conk 
parties, which hope that the 
worst is over, and that they 
can now convince individuals 
to increase their share hold- 
ings. 

Monthly average purchases 
of securities by famines ba the 
prefectures of Mie, Aichi and 
Gifu are Y946, which compares 
to Y2.716 In Tokyo and Y8JI78 
in the Osaka area. 

Mr Kogenji Ohashi, presi- . 
dent of Nagoya-based Marii- 
man Securities, . is confident 
that "there are a Jot of poten- 
tial purchasers out there". Like 
other Japanese houses, the 
company has suffered because 
of low turnover levels, and the 
slowdown in new equity issues. 

The Nagoya Stock Exchange, 
Japan’s third largest, has been 
encouraged by investor inter- 
est in companies solely traded 



- Ichiro Kami: would Uk» 
Nagoya to become a 
“boutique of derivatives” 

on the exchange among the 540 
traded companies, most of 
which are listed in Tokyo. To 
distinguish the exchange from 
Osaka and Tokyo, an Option 25 
index, a price-weighted average 
of 25 well-known stocks, has 
bran traded since last October. 

• Mr Ichiro Kawai, the 
exchange's president, would 
like Nagoya to become a “bou- 
tique of derivatives”, experi- 
menting with new forms of 
options and futures trading. 
said that the exchange intends ' 
to put more effort into educat- 
ing individual investors about 
futures and options, and will 
encourage cautious companies 
to raise more capital on the 
market. 

The criteria for a new listing 
allows for companies in and 
around Nagoya to be accepted 
if they issue 4m shares or 
more, while companies from 
outside the region must issue 
at least 10m shares. A candi- 
date company must have 
shareholder’s equity of Y5Q0m, 
and a pre-tax profit over the 
last three years of at least 
YSOm, YlDOm, and Yi20m 


'oreign membership of the 
Tokyo exchange has been a 
sensitive issue, but Mr Kawai 
said that “we welcome foreign 
companies to come here". He 
said the only problem is a 
queue of Japanese companies 
wanting to join the e: * 
which expanded its re* 
membership by six comp _ 
to 46. That, . Mr Kawai says, 
was a “very rapid increase". 


Helping New Businesses Get Off the Ground 

Since established in 1969, Central Leasing Ox, Ltd. has expanded its ooerahm^ ft™, , ■ 

hve ^ established an international service network that includes 
subsidiaries in the US, the UK. and Hong Kong, to fill the needs r 

In adtoon. Central Leasing was listed on the Nagoya Stock Excise J Nov^' 
thereby securing our position as one of Japan’s leading leasing comJX 

|E} CENTRAL LEASING COMPANY LEVflTEn 

Tokyo IMn Of£| R * ne ' W 4597,3 CSLEfiCO F - ^ ‘ ‘ • 

su b ^ ^ ^ »«« 

{UK} ftiofle Sft-63&-35ti 
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Lexus LS400 : High power, fuel efficiency and low emissions 
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Nature is our inspi- 
ration. It is also 
our responsibility. 

As members and 
tenants of this earth. 
We all owe something to nature. 

Yet no one is perhaps in a better 
position to help protect the 
environment than we in the car 
industry. And especially we at 
Toyota, with the technology and 
resources we have at our disposal. 

- A SAVINGS PLAN 
With the advent of 
the oil crisis of the 
’70s, our attentions 

. LS400 underbody 

were turned to energy 
conservation. A concern that led us to 
pioneer and develop a cleaner, more 
fueheffident engine. The multi-valve 

engine. With three or four valves per 

cylinder instead of two, it proved a re- 
volutionary means of saving energy — 
increasing power while reducing fuel 
consumption. Ten years later, our 
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commitment can be measured by the 
9 million multi-valve engines we have 
produced, making us the industry 
leader. And to ensure that everyone 
has access to a more environment- 
friendly engine, we offer it as 
standard equipment in every 
passenger car we make. 

LUXURY WITHOUT 
EXTRAVAGANCE 
Lexus is both a new name in auto- 
mobiles and a new luxury division of 
Toyota. It is a car without precedent. 

With a fourcam 
32-valve V8 
engine, it offers 

extraordinary power and luxury with 
exceptional economy. Economy of 
fuel. (A mere 10 litres per 100 km* 
makes it one of the few luxury cars 
to avoid the U.S. gas-guzzler tax.) 
Economy of emissions. (Among the 
lowest in CO 2 emissions.) Economy 
of wind resistance. (A 0.28 coeffident 
of drag, aided by a smooth design 





featuring a unique flat underboay, 
gives Lexus the lowest CD figure of any 
luxury car.) And economy of weight. 
(Using lighnveight materials such as 
aluminium Lexus offers even greater 
tot---- — ^ fuel effiriency.) All 

if -A contribute to a car 
rr^;,in nhi with an environ- 

mental consdence. 

Experimental electric car 

But we think of Lexus as only the 
beginning of an ongoing commitment 
to a safer, cleaner environment. 

New refrigerants, lean bum engines 
and electric cars are just some of the 
areas we are actively pursuing. 

We see it as our corporate 
responsibility. As something we 
owe nature. To be more resourceful 
with resources. And to make the 
future clear for everyone to see. 

*EPA dura 



TOYOTA MOTOR CORPORATION 
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REGIONAL POLITICS 


Local harmony 
disrupted 


J r. t-h 
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POLITICIANS in Cbubu's 
cities cannot see much point in 
politicking 1 . Local branches 
prefer to chose city assembly 
leaders in turn, and only the 
Japan Communist Party both- 
ers to compete against the col- 
lective candidate in mayoral 
elections. 

But the local harmony was 
disrupted when national atten- 
tion was turned to Aichi For a 
by-election earlier this month. 
Matters of regional concern, 
new freeways and the Chubu 
International Airport, were for- 
gotten, and candidates pushed 
. the more emotional Issue of 
whether to despatch Japanese 
forces to the Persian Gulf. 

Mr Toshiki Kaifu. whose 
. own political base is in Aichi, 
made several visits to the area, 
as did other leaders of the rul- 
ing Liberal Democratic Party 
(LDP>. Ms Takako Doi. the 
Japan Socialist Party lJSP> 
leader, spent the last four days 
of the campaign in Nagoya, 
addressing crowds at railway 
stations and helping her local 
candidate. 

The LDP won the seat, but 
not without rupturing old and 
cosy relationships with rival 
parties in the region, which 
has traditionally voted in con- 
servative candidates from the 
LDP and the Democratic 
Socialist Party (DSP). 

Having been told that the 
"nation is watching you", local 
people registered their polling 
day concern over the proposed 
“peace co-operation corps" by 
abstaining - the voter turnout 
was only 3S per cent. Local pol- 
iticians say they have to live 
with each other, and that the 
collective approach to deci- 
sions will return after a cool- 
ing-off period. 

Conflict also arose between 
LDP national and prefecture! 
officials who were worried that 
the central leadership's deter- 
mination to establish the corps 
would damage the party's local 
image. Ten prefecture! assem- 
bly members, concerned about 
re-election early next year, 
publicly suggested that their 
own party's proposed legisla- 
tion was unconstitutional, 
while national officials accused 
them of undermining a crucial 
campaign. 

Politicians in Chubu are 


often content with a place in 
the prefecture assembly, while 
city level politicians are not 
particularly conscious of a role 
in the greater party machine. 
In the Nagoya city assembly, 
parties are relaxed about local 
elections and tend not to 
indulge in bitter campaigns for 
Fear that the spirit of co-opera- 
tion will be compromised. 

Mr Kohei Euno, chairman of 
the Nagoya city assembly and 
a J$P member, said that the 
assembly's functions and funds 
are limited, and that a collec- 
tive approach makes best use 
of these scarce resources. 

“The parties here are rather 
harmonious- We don't have to 
discuss foreign policy or things 
like that. After the election we 
all get together and discuss 
what will happen next. The 
only disagreements are with 
the communists," Mr Kuno 
said. 

“National politicians may 
criticise us, but they are often 
ignorant of how things work 
here. We all work together for 
the welfare of the citizens." 

The LDP has the largest 
number of Nagoya assembly 
seats, 21. followed by the JSP 
17. the DSP 15. Komeito (the 
Clean Government Party) with 
13, and the Japan Communist 
Party, five. Even though the 
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Socialist Party bus; voters told 


Roiwrl Thomsen 

the nation is walching you 


In the Nagoya city 
assembly, parties are 
relaxed about local 
elections 


LDP is in the ascendancy. Mr 
Kuno could be given a second 
term as assembly chairman. 

Politicians in the region 
complain that bribery and sex 
scandals in Tokyo last year 
have tarnished reputations in 
local politics. Those reputa- 
tions have not been helped by 
a local votebuying controversy 
in February, when police 
charged seven people after rev- 
elations that cash had been 
hidden in socks and herring 
roe. 

The issue of “money poli- 
tics" - the huge amounts 
needed to run even a small 
campaign and the sometimes 
undesirable sources of funding 
- remains unresolved in spite 


of pledges to introduce 
reforms. Local politicians have 
a vested interest in the out- 
come of the debate, as they 
complain that the cost of 
day-to-day politics is unduly 
expensive, with constituents 
expecting financial gifts at 
weddings and on other special 
occasions. 

Mr Hiroshi Makita, the 
mayor of Gifu, said politicians 
in his city and prefecture have 
tried to remain distant from 
scandal, and that residents 
generally have a high opinion 
of their local members. His 
most pressing concern is Gifu's 
development as a convention 
centre, while he has an abiding 
hope that the city will be cho- 
sen as Japan’s new capital. 

“We have the perfect blend 
of nature and convenience 
here. We have rivers and 
mountains, and good conven- 
tion facilities. We are encour- 
aging people to build new 
hotels," Mr Makita said. On the 
question of why Gifu should be 
the capital of Japan, he says: 
“We are in the centre of the 
country, and we have enough 
land to do the necessary build- 
ing," 

Ise, in Mie prefecture, has 
lesser ambitions. Officials are 
content that the city is recog- 
nised as a centre of Shintoism, 
and known to Japanese as the 
“Garden of God”, its major 
political contribution comes 
each January 4. when the 
prime minister uses the city as 
a stage for an address that is 
supposed to set the national 
themes for the year. 

As with other small cities. 
Ise co-operates with neighbour- 
ing town and regional officials 
in lobbying national parlia- 
mentarians and cultivating ties 
with the various "tribes" of 
politicians tbat determine pol- 
icy on specific issues, such as 
transport or agriculture. 

For example. Ise counts for 
support in Tokyo from Mr 


Takao Fujinami, the former 
Cabinet Secretary implicated 
in the Recruit bribery scandal, 
and who was re-elected in Feb- 
ruary to the national parlia- 
ment. Mr Fujinami promised. 
Ise residents a new bridge and 
expressways, and there was a 
perception among voters that 
he would have more influence 
in Tokyo than other, untainted 
opposition candidates. 

Mr Mitsuo Mizutani, the 
mayor of Ise, when asked to 
describe his relationship with 
‘‘central politicians", first 
thought of the Mie prefectural 
government rather than Mr 
Toshiki Kaifu and the central 
government in Tokyo. 

“When there are projects 
that have national importance, , 
Tokyo is generally helpful with 
funds, but for projects that we 
initiate, there can be diffi cult 
budget limits,” said Mr Mizu- 
tani, 66, who had ambitions of 
becoming a journalist, but has 
been a government official 
since graduation, and mayor of 
Ise for six years. 

Regional officials have diffi- 
culty blending the stated 
desire for the success of Chubu 
with the more parochial matter 
of civic pride. There is a sense 
in Gifu, Aichi and Mie, that 
Nagano and Shizuoka politi- 
cians are increasingly inter- 
ested in tapping into the 
resources of greater Tokyo at 
the expense of cultivating a 
Chubu consciousness. 

And even in Mie prefecture, 
there is a traditional divide in 
political and economic loyal- 
ties between Nagoya and 
Osaka. Ise people are said to 
look towards Osaka, as more 
tourists to the area come from 
that city, and the travelling 
time to both centres is about 
the same. Thirty minutes down 
the railway line at Tsu, the 
head is definitely turned 
towards Nagoya. 


Robert Thomson 
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Hachijuni Bank 
Thinks Long-Tei 


To a child, every day can seem like a year; a season can feel like an eternity. But during those 
carefree childhood days, it’s always nice to know that someone is thinking about your future. 

At Hachijuni Bank, we’ve been looking out for the best interests of our clients for 
sixty years. Helping business people build industries from the ground up. And keeping 
a sharp eye on their future. 

Headquartered in Nagano, amid the natural splendour of japan's .Alps, Hachijuni 
Bank ranks third among Japan's regional banks in foreign exchange transaction volume 
and boasts 150 domestic and international offices, with total assets of over USS36bn. 

Our support for Nagano’s drive to host the 1998 Winter Olympics illustrates the strength of 
our commitment to our community. 

If you want to learn more about opportunities in the Chubu region, then Hachijuni js 
vour bank. The bank with your future in mind. 


THE HACHIJUNI BANK, LTD. 


OlficK UW, Ofcarfa. Nagano. Jasan Prune- t«S2j 27-1182 


International DwwrtmMifc 1 22, Nlnonbsifll MuranMcru d gjiome. Cliuo-Ku. Wivo. Japan Pnoner 1031 2J2-0082 Facsimile .031 2F7-OU6 
fteaauw DWMrtnwne 1-22. NinonWshl. Muramachi 4-dtomo. Ctoo-Vu. Talma Japan Phene- «J3J 2 TM>mi -StwnJe. (031 2ltwr 
New Turk Branch: One WWil Tiaoa Center. Suite 8697, Mew ’ftvV. N V. T(XW3. U.SA Phone; (2ia 488-0882 Facsimile- |2iJi 466-OTQi 
Umrfan BoP*‘ > w" l - ,|tlM OlHett. 37 Lombard Sinei. London ECJV 9DS, U K, Phone. (OH) 626-8262 Facsimile i0?1> 2S34?J8 

Nona Kona topwwntallee OHIcw Suite 301-300. Three jLicnanfe square. 8 Connaught Pycft Cental. Hons tone Phone ao 5-4138 Fass'mii*. gio- i?CS 
Hochflunl Me LimHod: Suiie 301-303. Three exchange Square. 8 Ccnnaugnt Place. Central. Hong Konq Phono.345 4138 Facsimile £10- 1706 


Robert Thomson visits Naaova. a city in t he heart of Japa r^ 


Designs on a lively image 


THE citizens of Nagoya are 
painfully aware that Tokyo 
people travelling to Osaka 
have traditionally regarded 
their city as an unnecessary 
stop on the bullet train line 
and an appropriately drab cen- 
trepiece of Japan's industrial 
heartland. 

Local people are supposed to 
be conservative and yen-con- 
scious. and the city is 
renowned for early-closing 
shops, restaurants that are 
empty by 9pm, and a per capita 
savings rate that is the highest 
in the country. Still, the locals 
like to tell jokes about them- 
selves. 

It is said that yoa can easily 
tell a taxi-full of Nagoyans 
from Osakans and Tokyoites. 
The Tokyo people will ail vol- 
unteer to pay the fare, the 
Osakans will divide the cost 
evenly, and the Nagoyans will 
look at each other, waiting for 
someone else to pay. 

Mr Takeyoshi Nishio, 
Nagoya’s mayor, tells how a 
typhoon devastated the city 
three decades ago, and the next 
morning banks prepared bon- 
dles of cash In the expectation 
that people would need money 
to begin rebuilding. Instead, 
residents brought in piles of 
wet banknotes that had been 
stored in their damaged homes. 

But the mayor insists that 
Nagoya, population 2.2m, is 
changing, and other Japanese 
are coming to realise that the 
city’s reputation is in need of 
renovation. For a start, the 
mayor has urged local business 
people to leave on their lights 
at night to give the impression 
of liveliness, and, more sub- 
stantially, he has led a drive to 
develop Nagoya as a national 
centre of design. 

Last year, the city hosted a 
design exposition that has had 
a lingering impact Sculptures 
were planted on street corners, 
a greenery drive was launched, 
and in April the city 
announced that it would build 
tbe country’s first under* 
ground park. 

Business has become more 
image conscious, and residents 
talk of growing pride in the 
city, and boast of a comfortable 
lifestyle that cannot be 
matched in congested Tokyo 
and Osaka. 

“My aim is to make Nagoya 
a pleasant place for the resi- 
dents, and we want to attract 
people from other places. We 



Mayor NIsMo: city's reputation In need of renovation 


have satisfied most of the basic 
needs, and we have a strong 
industrial base, but now we 
want to enrich each, individu- 
al's life,” Mr Nishio said. 

He suggests that the indus- 
trial base and a tradition of 
craftsmanship in textiles and 
pottery have provided a source 
for the development of a design . 
industry, for which he has 
grand, sometimes abstract 
ambitions. By design, he says, 
the city means “the design of 
living". 

“It could be a teacup or a 
space shuttle. We are establish- 
ing a design centre, and are 
Interested in international 
design exhibition programmes. 


Residents boast of a 
lifestyle that cannot 
be matched In Tokyo 
and Osaka 


We have very steady people in 
Nagoya, and £ chose design as 
a theme because I thought it 
would challenge their think- 
ing." 

Mr Nishi is a waterworks 
engineer, and claims no partic- 
ular expertise in design, but 
the tempo of his conversation 
and of his hand movements 
quicken when be talks about 
technology design. 

Reading books on new tech- 
nology is a recreation that he 
hopes will provide useful infor- 
mation for the city’s develop- 
ment - his present fascina- 
tions are tbe waste paper irony 
of tbe paperless office, and the 
use of sensors in tbe repair of 
heavy equipment that would 


otherwise be scrapped. 

The design emphasis has 
made Mr Smnichi Yamamura, 
president of Cabo Design, a 
local identity. His is the only 
significant freelance design 
company in the area, with 
other design centres attached 
to large companies or tertiary 
institutes, aim he argues that 
geography has destined 
Nagoya to be a design centre. 

“Nagoya Is in the centre of 
Japan's main island (Honshu), 
which means that it is in the 
very heart of the country. 
There is a confluence of ideas 
and industries here," Mr 
Yamamura 

The city also has the afflic- 
tions of most other large rifles 
in Japan - rising land prices 
and road systems unprepared 
for the domestic car-buying 
boom of the past two years. 
Nagoya now has traffic jams, 
and the railway network’s 
effectiveness is limited by the 
lack of a line circling -the city. 

Land prices in the city rose 
by 225 per emit last year, down 
from the 50 per cent increases 
of earlier years, but still 
enough to push a first home 
further out of the reach of 
many citizens. City leaders had 
been proud that a reasonable 
home had been within the bud- 
get of the ordinary worker, but 
the higher prices are shepherd- ' 
tag new home buyers Into less 
convenient areas and smaller 
houses. 

The central government has 
been debating the introduction 
of a 1 per cent land tax to stim- 
ulate supply by forcing under- . 
utilised real estate on to the 
market, but most Tokyo bosi- 
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Nagoya Castle 


Hocel Nagoya Castle, wirhin the wry shadows of rhe 
majestic and historical Nagoya Castle, offers rhe re- 
gion's largest and best-equipped convention and banquet 
hall: 

* Computer-controlled lighting for dazzling 
visual effects 

* Color motifs inspired by classic Japanese t y, * 
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including simultaneous interpreter booths 
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ness leaders have criticised the 

id Mr Ryulchi Kato. bead of the 
Nagoya Chamber of Commerce 
and Industry and chairman of 
Tokai Bank, is generally m 
favour of the idea, and sees the 
criticism in the capital as 
another attempt by Tokyo- 
based companies to influence 
policy in their favour. 

The hank has estimated that 
the new tax would cost it 
about Yfibn annually, about 
half of that on its Tokyo hold- 
ings. Mr Kato says that "we 
hardly have any land in 
Tokyo", which shows how dis- 
torted the land market has 
become. 4 

He has suggested that 
Tokyo-based companies which 
cannot afford the tax should 
move to a place like Nagoya. 
eas in g the land price pressure 
in the capital and promoting a 
more even growth around the 
country. 

Economic distortion created 
by the large and growing 
metropolis of Tokyo is a 
favourite theme of political and 
economic leaders in Nagoya. 
About 62 per cent of large cor- 
porations have their headquar- 
ters in greater Tokyo, which 
hn uBpfl about 25 per cent of the 
population on four per cent of 
the land mass. 

Nagoya officials had hoped 
that tbe decentralisation drive 
would lead, their city to be cho- 
sen as the new capital, given 
its position between Tokyo and 
Osaka. But the 30-year long 
decentralisation debate has 
lost momentum in the past two 
years, as the ruling Liberal 
Democratic Party has been 
entangled in a series of politi- 
cal geandfll<L 

Mr Toshiki Kaifu, the prime 
minister, whose home prefec- 
ture, Aichi, surrounds Nagoya, 
has not bad the personal power 
to force .Tokyo bureaucrats to 
design pr ogr a mmes that would 
. lessen their own power. Under 
a National Land Agency direc- 
tive, each ministry is supposed 
to have moved a division out of 
tbe capital fast year, although 
most transfers appear to have 
been superficial. 

Mr Kohei Kuno, bead of tbe 
Nagoya assembly, said that 
"there is still talk about decen- 
tralisation'', but local people 
have fixed of waiting for the 
results.. We have, he said, 
“cooled down our expecta- 
tions". 
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Jane Fuller takes a drive round Toyota City 
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Where cars set the pace 
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A PEW weeks ago during the 

- typhoon season* -a storm -. of 
such severity -blew up that 

;* Toyota-' .'Motor Corporation 
stuped production. So did its 
subtcontxactors. 

Tbe localised web of produc- 

- tion spun by Japan’s largest 
auto maker (the world's second 
largest . after General Motors) 
means that the 1 city is syn- 
chronised with th«? company. 

' , This was the . case : even 
before a change of na me from 
Koromo to Toyota City in 1969. 
For by then the area once 
. famous for its silk was already 
known as “the city of the auto- 
mobile’’. The transformation 
took place via the Toyoda 
Automatic Loom Works (still 
part of the Toyota, group), 
where an automobile depart- 
ment was established in 1933. 

Rapid growth of vehicle pro- 
duction started around I960, 
when the town’s population 
was 35,300 and car output 


nearly; 124)00. During the 1960s, 
• the .population quadrupled to 
nearly 200,000 and car produc- 
’ tiah reached Lfim. The cycle 
. wa* established of the city run- 
ning hard to keep up with the 
. company. 

Last year nearly 4m vehicles 
. were produced and the city’s 
. population recently reached 
328,000- - about three times 
that number - have visited 


Toyota MC so far this year. 
Half df the comoanv’s 71.000 


Half df the company's 71,000 
/.workforce lives in the city, 
where it has 12 factories, and 
for every Toyota worker there 
is estimated to be one in 
. another company tied up with 
Toyota-based work. 

The just-in-time system, 
enabling- a car to be made 
within three days of an order, 
exerts its pull through' three 
tiers of suppliers. Mr Yasuo 
Sasaki, general manager of the 
public affairs division, said 
that. Toyota dealt directly with 


TEXTILES 


A material 


THERE is one industry in 
Chubu that is peppered with 
English phrases. ’‘Fancy prod- 
ucts" is how one entrepreneur 
described the output of the 
woollen textile factories' in 
Bishu, which is aftenjikened 
to Yorkshire. ' - '• 
Straddling the - boundary 
between Aichi and GSftr prefec- 
tures, the area produces two 
thirds of the countty?8-YS50im 
annual output of woollen doth. 
It specialises in v patterned 
material, hence thedescription 
"fancy products”, although 
this seems a bit of ah exaggera- 
tion for the subtie-ch&kk *mT 
shades destined td make up 
suits anH separates.' .. • *-/ 
Bishu is now "promoting 
itself as “TexpoHs”. stressing 
both its comprehensive bever- 
age of aU dath-makhig pro- 
cesses and its “soft valaes“ W 
terms of fabric quality and 
desig n.. • - ' 

. Pa iC : of fhe&reais called : 
P w«i and its four towns - fob- , 
inomiya, Bisal, Inasawa and ;' 
Nakashima . — are home to : 
more than 8,000 of Japan’s 
10,500 woollen textile compa- 


The yen's strength Is 
one reason for the 
shrinking ofwootien 
cloth exports 


nies. The average width of the 
rolls produced is 150cm and 
their lengths total about 100m 
metres a year. 

Mr Yasuetsu Imapda. manag- 
ing director of the Bisai Woot- 
len Textile Guild, described 150 
of the member organisations as 
"parent companies”, not 
because they owned the others, 
but because they played a piv- 
otal role in the doth-makmg 
process, with the otter 2,850 - 
often small family-run busi- 
nesses - acting as suppliers 
and sub-contractors. For exam- 
ple. the larger companies, with 
sales of between Y5bn and 
YlObn a year, buy in yarn from 
local spinners and contract out 
dyeing a nd ffnichiTig. 

Mr Imaeda said that 70 per 
cent of guild members did all 
their business within Bisai. 
Once the wool was imported 
from Australia or New Zea- 
land, every part of the clotb- 
making process could be car- 
ried out in the area. 

Virtually all the doth was 
sold to domestic manufactur- 
ers; exports were as low as 2 or 
3 per cent However, the trend 
towards clothes makers mov- 
ing their factories to lowerwrost 
countries, such' as Korea, 
China and Hong Kong, meant 
that same of the product would 
be sent overseas for making 


up* 

The strength of the yen has 
been an important reason for 
the shrinking of woollen cloth 
exports, and it has also helped 
imports. Mr Takashi Itobj79- 
year-old president of tte Ghu- 
gai Kimishima Corporation 
and aim chair man of the Japan 
Worsted & Woollen Weavers 
Association, said toe main 
competitors were British and 

TmHati companies. The trading 
arm of his group deals In Cou- 
gars products and in imports. . 

He did not admit to any 
great concern about competi- 
tion from imports. Wearing bis 
political hat as chairman of a 
committee supporting Mr 

Toshiki Kaafii, the irnme minis- 
ter whose home is in Aidu. he 
said the government was “pro- 
moting imports". Duty on 
woollen doth was much lower 
in Japan than in the LS, be 

added. _ . „„„ 

Import competition was, 
however, intensifying ; the : pres- 
sure to keep down costs,a task 
made more difficult by toe 
labour shortage. . . , 

Although Mr Itoh insisted 
that no special measmus were 
being taken to increase the pay 
of the average worker (indeed 
be expected next Aprils wage 
rise to be 5 per cent compared 
with this year s near 7 per 


about 250 companies. This pri- 
mary layer typically had about 
10 Toyota-orientated suppliers 
and each of these would use a 
handful more. 

“It’s my guess that toe total 
number of companies involved 
is about 10,000. The reason 
there is so many is that a car 
has 30,000 parts, spanning a 
wide spectrum of industrial 
fields,” he said. 

There is, however, nothing 
diffuse about Toyota’s influ- 
ence on the city. Stories 
abound about the need to drive 
a Toyota car if you wish even 
to sniff at doing Toyota-related 
business. And while some 
blithe members of the younger 
generation have taken to driv- 
ing Hondas, a man of that 
name felt the need to apologise 
for it 

Toyota sets the pace in all 
sorts of ways. Pay day on the 
25th of «<f.h mont h is the sig- 
nal for a rash to the banks and 
shops. If Toyota’s annual pay 
rise is 8 per cent, then other 
employers in toe area will try 
to follow, “but it will usually 
be a little less,” said Mr Masa- 
yuM Susuld, chief of bureau at 
the central area’s chamber of 
commerce and industry which 
has &500 members. 

While the prosperity 
bestowed by Toyota is wel- 
comed by city officials, the 
pace of growth has created 
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some unusual strains. For 
example, after the young peo- 
ple who made up most of the 
1960s influx got married and 
had children, there was a sud- 
den surge in the need for 
schools. Between 1970 and I960, 
the dty council built 13 ele- 
mentary schools and four 
junior high schools. 

A more serious problem is 
traffic congestion on the often 
narrow old roads, aggravated 
by the synchronised rush 
hours and the populace's pref- 
erence for going everywhere by 
car - mainly white ones of the 
three-boxes shape, in spite of 
the many permutations that 
can apparently be wrought by 
robots and workers. 


However, Mr Masaichi Kata, 
the mayor, is not complaining. 
Toyota City's industrial output 
of Y67Qbn is second only to 
that of Tokyo and Osaka. It 
easily outdoes the YS90bo of 
Nagoya, which has a popula- 
tion of about 2m. 

His council's budget this 
year is YlOObn and growing at 
a rate of 10 per cent With little 
public bousing (2,000 units) 
and only 6 per cent of the pop- 
ulation over 65, the biggest 
item of spending is public 
works, taking 40 per cent. 
Although the first call is for 
basic services, such as roads 
and drains, the opulence shows 
through in the spacious rede- 
sign of the city centre. (It was 
the only place I visited where I 
alighted from tbe train and 
was immediately impressed.) 

But, like some of the UK’s 
new towns, it becomes a ghost 
town at night. Mr Susuld said 
that people’s priorities for 


spending were their cars and 
their homes. 

Tbe traffic-jam tedium is 
alleviated by 12-channel stereo 
systems and chats on the in- 
car phone. Within the next five 
years, drivers will probably 
have a navigation system 
whereby advice on how to 
avoid the queues will flash up 
on their in-car computer 
screen. 

Although the assumption is 
that toe workers are streaming 
away to comparatively com- 
fortable homes (the average 
wage at Toyota is Y127.000 for 
a 40-hour week), civic leaders 
are concerned about the lack of 
nightlife. 

The first solution advocated 
by the mayor was late-night 
shopping, that is beyond 6pm. 
Shoppers would then spill over 
into restaurants, bars and 
other places of entertainment. 

The desire to ginger up toe 
nightlife is lent urgency by the 


fear that young people will 
leave in search of a more excit- 
ing time in Tokyo. Already the 
area has a severe labour short- 
age with more than two vacan- 
cies for every job seeker. Even 
at Toyota, the ratio is only 
about one to one, according to 
Mr Sasaki This was toe main 
reason for the company's 
recent decision to break with 
its tradition of clustering 
plants around Toyota City and, 
instead, to build factories on 
Hokkaido and Kyushu. 

Apart from the general 
shortage, manufacturers com- 
plain that young people are 
shying away from manufactur- 
ing jobs because of the “three 
Ks” - kiken (dangerous), 
kitanai (dirty) and kitsni (hard 
work). 

Engineering graduates were 
being lured into financial ser- 
vices jobs in the city, said Mr 
Sasaki, and his colleague 
waved with some glee a Finan- 


cial Times article about sharp 
profit falls at leading securities 
houses. 

Mr Sasaki admitted that 
there was some conflict 
between coping with the 
labour shortage and tbe trend 
towards shorter working 
hours. 

He stressed the increasing 
use of robotic arms to replace 
workers, particularly in the 
“three-K” jobs, and he 
explained a proposal to intro- 
duce a three-shift system. This 
would involve longer shifts, 
but a maximum of four a week. 
Overall, each worker's hours 
would be cut by more than 80 a 
year, faking - the total down to 
about 2,000. 

This might give them more 
time to participate in the com- 
pany's numerous culture clubs 
and sports teams, or even to 
spend more time preparing 
entries for the “Idea Olym- 
pics”. 
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cent), negotiations were -going 
on with the unions to increase 
holidays and improve working 
.. conditions. The annual holiday 
entitlement varied from 112 
days to 126 days, depending on 
length of service.. 

- The Chugai manufacturing 
operation is Bisai’s largest pro- 
ducer of menswear fabric and 
; has annual sales of about 
YK5bn.ff has already saved on 
labour costs by ins talling 103 
'“pntfectfle” looms made by the 
Swiss company Snlzer. These 
are faster than the shuttle 
loons that stiQ predominate in 
the Bisai area. . 

Of Cbugai's 250 employees, 
only 160 are factory workers. 
The weaving process is highly 
automated, as is the ware- 
house, where a computer-con- 
trolled forklift machine oper- 
ates between nine-storey bays. 
Each boot has a three-co-ordi- 
nate address which determines 
where it goes. 

The- one pari of the produc- 
tion 1 process that remains 
hfoour-lntensive is toe sorting 
of yarn according to colour. Mr 
Tetsno ito, one of the directors 
and second sra of the presi- 
dent, equipment had been 
developed which could sort out 
Mack and white thread, but a 
robotic machine was needed 
that could recognise a gamut 
of cMoms and shades, and han- 
dte toe reels accordingly. 

Mr Ito, who studied textile 
technology at Leeds in the 
early 1970s, also explained the 
difficulty of deciding how 
much , to invest in even faster 
looms - the next generation 
involved the yarn being borne 
along on air or water jets. The 
caveat was that the customers 
were seeking a diversity of 
product, often in small lots, 
and tins did not suit the capa- 
bilities of mass-production 

Although productivity was 
always important, the main 
emphasis was on adding value 
to the product. For example, 
demand for lightweight, very 
soft doth had led to the sur- 
face fibres being made increas- 
ingly fine. Tbe present guide- 
line for diameter was 15 
microns (millionths of a 
metre), said Mr Ito. 

Another important way to 
gain competitive edge was 
• through design. “Now even i 
menswear. has colourful fab- 
ric,” said his- father. 

Chugai employs 30 designers 
and has invested in computer- 
aided equipment which enables 
the patterns to be displayed 
and manipulated on screen. 

One of the latest designs is 
the “random blanket”, a series 
of rectangles with many subtle 
variations in colour. Some 
examples follow tbe popular 
“ecology" theme, with rectan- 
gles in several shades of brown 
and green, or “earth colours" 
as the fashion publicity 
describes the m . ^ . . 

Information about fashion 
trends comes from the Ichino- 
mjya Fashion Design Centre. 
This is on a large site, sup- 
ported by the Aichi prefecture! 
government, which Includes a 
textile technology centre and a 
branch of the International 
Wool Secretariat 
Mr Isao Senda. executive 
director of the design centre, 
said Europe was the main 
source of information about 
fashion. Indications of the col- 
ours that would be required 
had to be provided 18 months 
ah«ad of the garments’ appear- 
ance in the shops, for fabric 
the lead time was a year and 
for tte clothes themselves, six 
months. 

As well as publicising the 
“fashion message”, tbe centre 
puts on a display of the 
themes, such as “earth wind 
for the autumn-winter of 
1991-92. Other facilities include 
computer-aided design equip- 
ment. a fabric library and an 
of cloth made in the 

area. 


Jane Fuller 
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At Brother, we know that 
the most important keys to global ^ L4ai! ^2Sl 
communication are international friendship 
and understanding. That’s why we’ve been com- 
mitted to supporting the Olympic Games since 
the summer of 1984. 

In 1992, we will be returning to the Olympics 
again, providing equipment and financial sup- 
port for both the Summer Games in Barcelona, 


Spain, and the Winter Games 
in Albertville, France. 

* We’re proud to be able to serve as a 

worldwide Olympic sponsor, because we be- 
lieve in the spirit of the Games— and want to do 
our part to foster the 
friendship and under- 
standing that are the 
keys to a better world. 
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Worldwide Sponsor of the 1992 Olympic Games 
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WHILE the prefecture of Gifu 
remains the home of such tra- 
ditional crafts as metalworking 
born of tbe ancient Japanese 
sword industry, plans for a 
“research and academic city" 
at the southern end of the pre- 
fecture should help it to forge a 
rather more high-tech image. 

Centrepiece of the govern- 
ment-backed project is the 
National Institute for Fusion 
Science, which it is estimated 
will cost YlOObn to build and 
eQuip. Work has started and is 
due to be completed in 1997. 

air Masahiro Shimuzu, of the 
prefecture's pl anning and co- 
ordination division, said the 
need to research nuclear 
fusion, which has the potential 
to produce power without toxic 
waste, had been spurred on by 
worries about tbe safety of con- 
ventional nuclear i fission) 
power stations and about the 
long-term lack of uranium fueL 
One of the institute's main 
projects would involve the use 
of superconductivity to contain 
the plasma at tbe heart of the 
reaction, where tbe tempera- 
hire would reach 100m deg C, 
comparable with the inside of 
the sun. 

A miniature prototype of the 
helical coil (spiral) had already 
been developed, said Mr Shi- 
muzu. The plan was to install a 
large-scale version, eight 
metres in diameter, allowing 
for one to 1.2 metres of plasma 
in the centre, held by a mag- 
netic field with a strength of 
40.000 gauss. 

The fusion science institute, 
which will also provide facili- 
ties for experiments involving 
super-vacuums and ultra-high 
pressure, will draw- together 
scientists at present attached 
to Nagoya, Kioto and Hirosh- 
ima universities. It is expected 
to have a complement of 300 
scientists and administrators. 

According to the plan, this 
establishment will lie at the 
heart of the Plasma Research 
Park, a 700-hectare site 
between Tajimi and TokL At 
present, this hilly and wooded 
area is crossed by one road and 
just a few factories stand in 
one corner. 

Among the other facilities 
planned is the Japan Ultra- 
High Temperature Materials 
Research Centre (Jutem). The 
materials to be studied include 
ceramic composites, carbon 
composites and inter-metallic 
compounds. One of the applica- 
tions will be Japan's “space 
plane”, which will need materi- 
als that can endure tempera- 
tures of more than 2,000 deg C. 

Mr Koji Itoh, director of the 
Gifu centre (there will also be 
one in Yamaguchi prefecture), 
said the work would be sup- 
ported by the Ministry for 


Powerhouse in the making 


Trade and Industry through 
the New Energy and Industry 
Development Organisation. 
Local government was also 
involved, as were about 50 
companies, including Mitsubi- 
shi Heavy Industries. Kawa- 
saki Heavy Industries, Nissan 
and Toyota. 

The research into materials 
suitable for space travel would 
feed ultimately into two space- 
craft projects; one for an 
unmanned, reusuable vehicle 
to carry equipment back and 
forth between earth and a 
space station; the other for a 
passenger craft that could do 
the Tokyo-London trip in 
under five hours. 

Also in Gifu, on a site north 
of the central motorway 
between Tokyo and Komaki, 
will be tbe Micro-Gravity Labo- 
ratory of Japan. Here a disused 
uranium mine is being con- 
verted into a 100-metre-deep , 
facility for drop tests. i 

Mr Shimuzu said it would be 
used to simulate the weightless 
conditions of space. Experi- 
ments could Include mixing 
materials that had proved diffi- 
cult to combine in a normal 
environment. Like Jutem. 
although the organisation 
receives government funds, it 
is a private company and will 
seek income from various 
sources. 

One of tbe hopes is that com- 
panies will hire out the facili- 
ties for their own work. “Even 
big companies have difficulty 
building their own facilities, 
partly because of the expense 
and partly because it would 
not be efficient to have only 
one user," he said. 

Apart from providing facili- 
ties for basic research, Mr Shi- 
muzu said the centres of scien- 
tific excellence would act as a 
magnet to attract private 
research laboratories, high- 
technology industry and inter- 
national conferences. All these, 
Including tbe hotels and roads 
to serve them, are included in 
the artist's impression of the 
site, which also emphasises the 
preservation of verdant sur- 
roundings. 

So what has all this to do 
with local industry, which is 
still dominated by small- and 
medium-sized companies? The 
answer is very little directly, 
with the exception of the 
larger aerospace concerns. 

The smaller entities are, 
however, already catered for 


by the prefecture, which funds 
18 technical centres. The cen- 
tral part of this network is the 
industrial technology centre, 
near Gifu city, which dissemi- 
nates information to smaller 
centres orientated towards 


was available, the Industrial 
centre had a budget of Y340m 
and typical figures for the 
smaller centres were Y2QSm for 
ceramics and Yi40m for tex- 
tiles, 

Mr Shimuzu said the aca- 


The need to research nuclear fusion had 
been spurred on by the worries about the 
safety of conventional nuclear power stations 


local industry. For example, 
there is a woodwork centre in 
Takayama, in the northern 
area of Hi da, and a ceramics 
centre in Tajimi, serving tbe 
Mino craftspeople. 

In 1987. the latest year for 
which a breakdown of figures 


Crests of Achievement 

Three men had an incredible impact on the formation 
of pre-modem Japanese history: 

Oda Nobunaga. Toyotomi Hideyoshi and Tokugawa Ieyasu. 

And it was Japan's Chubu Region 
that produced these historical figures of exceptional calibre. 



Oda Nobunaga uxu 

A military genius known 
for his extraordinary foresight. 

No mere warrior. 

Nobunaga devoted himself tirelessly to 
encouraging commerce and culture. 



Toyotomi Hideyoshi 11537 — i 59 s> 

The son of a poor farming family. 
Hideyoshi was a hero gifted with incredible insight 
and the ability to handle human beings. 

It was Hideyoshi who succeeded 
in uniting ail of Japan under his rule. 



Tokugawa Ieyasu i ims- is is* 

TTh? first "shogun" or generalissimo of the Tokugawa 
Shiigunace which ushered in a 265- year period 
of peace in Japan starting in 1603. 

Ieyasu "5 accomplishments were legion. 

He also rendered great services in the field 
of foreign trade, etc. 


( ( 1936 - \ 

The Chubu Region, an area with the illustrious 
historical associations just mentioned, 
is also the birthplace of a hotel 
that treasures tradition and culture... 
a hotel that prides itself on world-class hospitality 
and observing time-honoured customs. 


19-30, Nishiki i-chomc. Nata-ku. Nagoya. Japan 460 
Phone: (052)231-7711 • Tokyo Office;Phone<03) 501-7508 


PROFILE: Noritake 

Export profits 
squeezed 



Noritake’s tableware is known throughout the world 


MAKERS of Japanese-style 
tableware are swift to point 
oat that they do not compete 
directly against imported 
goods, such as Wedgwood 
china from tbe UK. 

However, for Noritake, 
Japan's leading maker of 
western-style tableware, this 
year’s strengthing of the yen 
has meant both a squeeze on 
export profits and a helping 
hand for the importers. 

Mr Kenjiro Shimuzu, deputy 
chief of general staff, said that 
over the past five years the 
proportion of tableware 
exported had declined Cram 
60 to 40 per cent This year, 
price increases had covered 
only 50 per cent of the ground 
lost through the strengthening 
of the yen against the dollar. 

On the import front goods 
from outside Japan, notably 
from the UK, accounted for 
about 30 per cent of the 
Japanese market for 
western-style chinaware. 
compared with 10 per cent in 
1986. But the incursion bad 
been offset by the market's 
growth, particularly In hotels 
and restaurants, and the 
European china had helped 
to create a market for more 
expensive items. 

While tableware made 
Noritake's name early this 
century, last year it accounted 
for only 30 per cent of the 
company's Y96.5bn sales. 
Industrial products - 
abrasives and grinding tools 
- made 40 per cent, with the 
rest divided between 
electronics and industrial 
ceramics. 

Although the industrial side 
was less dependent on exports. 
Mr Shimuzu said it did feel 
the indirect effects of cost 
constraints imposed by a 
strong currency. He recounted 
how Toyota Motor 
Corporation, a big customer 
for grinding machines, had 
asked for a price cut 

“They said they would show 
us bow to cut costs. A team 
of about 20 engineers came 
over and pointed oat areas 
of waste. Now we are trying 


to apply the same discipline 
elsewhere.” he said. 

After an abortive foray into 
automated plant designed for 
mass production, the factories 
In Kyushu and Tajimi combine 
machinery with handcraft to 
cope with diverse designs and 
small quantifies. The company 
is planning to use robots and 
artificial intelligence systems 
to increase mechanisation 
without losing flexibility. 

Setting up plants in lower 
cost countries is not higb on 
the list of priorities. 

Noritake's three overseas 
plants, in Sri Lanka, the 


The company's 
priorities for future 
growth are electronics 
and industrial 
ceramics 


Philippines and the Republic 
of Ireland, all date back to 
the early 1970s. Although Mr 
Shimuzu did not role oat 
further transplants or 
acquisitions, he stressed the 
company’s preference for 
making progress by agreement 
- for Instance, it has 
reciprocal arrangements with 
Wedgwood. 

The company's priorities 
for future growth are 
electronics, which includes 
vacuum fluorescent displays 
and thick-film printed circuit 
substrates, and industrial 
ceramics (equipment and 
components), which has 
involved developing 
compounds using alumina and 
carbon fibre. 

Bat factors inhibiting 
investment include this year's 
rise in interest rates and fall 
in the equity market 
Noritake, which has covered 
investments over tbe past 
couple of years witb tbe help 
of a Si 00m warrant bond, has 
cut its capital spending plans 
for the coming year. 

Jane Fuller 
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would grow into direct users of 
the facilities. 

A second was that the area 
would benefit from an influx of 
high-technology companies. 
New companies might also 
exploit developments spun off 
by tbe research projects. 

An indirect benefit would be 
an increased demand for ser- 
vices, from hotels and shops to 
banking, which would nelp 
swell this so far stunted part of 


demic city should bring vari- 
ous indirect benefits to the 
smaller concerns by helping to 
revitalise the local economy. 
One hope was that as the more 
ambitious existing companies 
diversified, for example into 
industrial ceramics, they 


banking, which would nelp 
swell this so far stunted part of 
tbe local economy. 

Finally, the combination of 
science park, more progressive 
companies and a bigger service 
sector would offer more oppor- 
tunities for young people, help- 
ing to keep them in the area 
rather than flitting away to 
Tokyo, Nagoya or Osaka. - 


ONE OF the industries where 
Japan's labour shortage is 
most acutely felt is ceramics. 
Far from being drawn to the 
historic crafts carried out In 
the Mino and Seto areas, west 
of Nagoya, young people 
regard tbe industry as old-fash- 
ioned and suspect that working 
conditions are poor. 

The result is that the work- 
force is ageing and a recruit- 
ment vacuum is seen as the 
latest threat to an industry 
still dominated by tiny family- 
run companies. These have 
survived in their hundreds, in 
spite of some contraction fol- 
lowing the oil shock of the 
early 1970s and the blow to 
exports inflicted by the 
strengthening of the yen. 

An important plank in the 
survival plan is to improve 
quality and design. The pottery 
artist Mr Sekizan Kawamura 
said; “The price of the work 
must be higher to absorb the 
high labour cost. 1 would like 
to see the traditional skills 
kept, but new value being 
added through creativity.” 

Like the neighbouring Seto 
craftspeople, he relies on local 
clay, sometimes digging it up 
on tbe nearby hflhndBS . How- 
ever, while he can charge up to 
Yim for his works, a few miles 
down tbe road, a more typical 
workshop is turning out Japa- 
nese tea cups and other band- 
painted pots that retail at a 
few pounds each. 

In the Rokubei Pottery, a 
middle-aged and elderly work- 
ers kneel at their tasks in 
cramped and dingy conditions. 
The president explains: “It is 



Laboratories planned for the Japan Ultra-High Temperature Materials Research Centre 

CERAMICS ~ ~ ~ 

Traditional crafts tested 


not worth automating at this 
level. We are. aiming at the 
domestic market which wants 
hand-made things.” 

Mr Sueharu Nagae, director 
of Aichi's ceramics co-opera- 
tive, said three quarters of his 
organisation's 748 members 
have no more than 10 employ- 
ees. Of these, the ones like 
Rokubei appear to be in a com- 

Young people regard 
the industry as 
old-fashioned 

paratively strong position 
because of the growing domes- 
tic demand for tableware and 
tbe popularity of hand-made 
pieces in the traditional style. 

On the other hand, the mak- 
ers of “novelties" - ornaments 
depicting such scenes as but- 
terflies on a bough - have 
done less welL In the 1960s, 
nearly 100 per cent of output 
was exported. Now the level is 
only 30 per cent, while domes- 
tic demand is limited 
Mr Nagae said technology 
offered some assistance 
through more economical bak- 
ing techniques, but it remained 
difficult to automate ornamen- 
tal work. The level of invest- 
ment required was also a deter- 
rent, as it was for 


diversification into industrial 
goods. Only about 14 per cent 
of Seto's ceramic output is fen; 
insulation. 

Automation has, however, 
proved a productive route for 
the body makers who sell on 
their white, glazed products to 
companies with known labels, 
which apply their designs and 
carry out the final firing. - . 

In Mino. renowned for porce- 
lain, one of the companies 
producing Japanese-style table- 
ware is Maenata China Corpo- 
ration, based in Tajimi, which 
has annual sales of Y6.9bn. A 
leading supplier. Seiwa Ceram- 
ics, provides Maebata with 
10.000 pieces a day. Mr Yoshxro 
Ito. the president, said the 
company had invested Y700m 
over 10 years in automating Its 
cup and plate factories. 

To fond the capital expendi- 
ture it had borrowed between 
YlOOm and Y200m, the rest 
coming from its own resources. 
Seiwa 's recent operating profit 
margin was 20 per cent on 
annual sales of YjL3bn. 

Mr Ito said he was not so 
much concerned to increase 
sales as to maximise profit, by 
adding value to each piece and 
being flexible in terms of meet- 
ing requirements for smaller 
lots and more varied patterns. 

The biggest problem was 
recruitment to the 135-stroog 


workforce. One solution had 
been to take on “middle-aged 
housewives” cm shorter work- 
ing hours. He said their typical 
pay was Y 150, 000 a month com- 
pared with about Y220,000 for 
an established factory worker. 
To attract employees, his com- 
pany was increasing holiday 
entitlement Last year it was a 
total of 79 days, this year 91 
days and next year, 100 days. 
Smaller companies had greater 
recruitment problems because 
they paid less and often gave 
only Sundays off. 

At Maebata, which has 241 
workers and takes on 10 to 15 
recruits each -year, Mr Eiji 
Kbkubu, general affairs man- 
ager, said offering more pay to 
newcomers was eroding differ- 
entials and risked complaints 
from older workers. 

The labour shortage was 
causing far more concern than 
the strength of the yen. 
Although Maebata used to 
export 25 per cent of output, 
Mr Kbkubu said it could main- 
tain the current level of 15 per 
cent at YL25 to the dollar, 

Mr Ito stressed the advan- 
tages of currency strength in 
terms of reducing energy and 
raw material costs. His com- 
pany imports' clay from New 
Zealand and Britain. 

Jane Fuller 
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